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MALAYAN CONFERENCE 


The conference which began. in London on 
January 18 to discuss the Constitutional future of 
the Malayan Federation attracted wide attention in 
spite of the fact that the problem was approached 
in an atmosphere almost devoid of controversy. It 
had been made plain before it met that there was 
no real obstacle at all in Britain to this revision 
and the further extension of the responsibility of 
the new elected Government in regard to internal 
affairs. What the Chief Minister seemed to ask 
more than anything else was that what is to be 
done will be done with a flourish. In this he was 
perhaps influenced by the graphic phrase of a noted 
West African statesman who said recently that 
freedom had been handed to them by Britain on a 
golden platter. Certainly there will be no haggling. 
Realism there had to be, for Malaya is too im- 
portant to the Commonwealth and the whole world 
to ignore the realities. 


“My only desire,” said the Tengku. “is that 
this event will be recorded in letters of gold, and 
not of mud.” There was no intention, he said, of 
severance from the Commonwealth. Malaya want- 
ed to be an equal partner in the Commonwealth but 
with more freedom to manage her own affairs. 
During the first self-government stage he wanted 
the Federation Government to be responsible for in- 
ternal defence, finance and public service, while 
during this phase Britain should be responsible for 
externak defence and external affairs. He described 
Malaya as a bastion of the free world in South-east 
Asia and said it was also capable of becoming a 
show-window for democracy. The conference was 
a great event, which he was confident would be re- 


corded in the history of Malaya and handed down 
to posterity. 


Britain is reported willing to give complete self- 
rule to Malaya by the autumn of 1957, but will in- 
sist that the new arrangements must safeguard her 
vital strategic interests in the territory—presumably 
in the form of a defence agreement which will in- 
clude military base rights. The kind and scope of 
the new Constitution, however, is a matter on which 
Britain withholds her position. For one thing, 
there is no absolute unanimity between all the Sul- 
tans who have separate treaties with Britain. 
Secondly, Britain’s Commonwealth partners must 
be consulted before Britain can put her signature 
to a new Constitutional formula that might seem 
to set the new State on a level apart from the other 
Dominions. The opportunity for this will occur in 
June, when the Commonwealth Prime Ministers 
meet in London. Malaya could hardly become a 
Republic, consisting as it does of Sultanates. If it 
is simply to be an independent federation, it will 
have to balance carefully the prerogatives of the 
Sultans and of the people. Already there have 
been threats of secession from Johore, just as there 
have often been from Chinese of the older genera- 
tions of immigrants in Penang and even from 
Malacea. Penang especially fears any break with 
British rule, and this centre of “Straits British” 
sentiment has frequently raised its voice in deter- 
mined loyalty. 

It is remarkable how the Singapore and Mala- 
yan leaders pick up ideas as they pass through 
Commonwealth countries on their way to London. 
Mr. David Marshall acknowledged the great value 
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of the advice he received both in Delhi and in Cey- 
lon from the experienced Commonwealth statesmen 
in those countries. More recently, while the Mala- 
yan delegation headed by the Tengku Abdul Rah- 
man were in Karachi conferring with the Pakistan 
leaders, a despatch was sent to Malaya suggesting 
that one solution at any rate had been found for 
the vexed question of the position of the Rulers of 
the States in Malaya, whose sovereignty had never 
been transferred. The suggested solution is that 
the Federation should have a titular head for the 
whole country, drawn from the Rulers in turn. The 
special independent coinmission which it is proposed 
to set up to study a Constitution for the Federation 
will be asked to recommend this. It is possible 
that this solution had been discussed by members 
of the delegation aboard the ship before they 
reached Karachi, but it seems certain that they 
tried it out first on the Pakistani leaders before 
they allowed the idea to leak out. 


The Governor-General of Pakistan gave instruc- 
tions to the officials to help the delegation in every 
way and valuable data was handed over on ques- 
tions of defence and finance, especially regarding 
the arrangements and agreements between Pakistan 
and Britain on the attainment of self-government 
and independence. Representatives of the ex- 
patriate officials in Malaya, both of the civil and 
technical services, will attend the discussions when 
the Malayanization of the Civil Service comes up. 
It is understood that the Alliance and the Rulers 
will reiterate that there will be no victimisation. 
Every inducement will probably be given to the 
younger men—who are naturally the most restless 
—to stay on and help. 


The representatives of the Rulers, who were 
accompanying the Alliance leaders to London, 
naturally took a full part in the discussions on the 
ship about the status of the Rulers. The British 
authorities themselves went to work on the assump- 
tion that the agreement which the Chief Minister 
sought with the Rulers would be reached either on 
the voyage or during the period before the talks in 
London actually took place, on January 18, in Lan- 
caster House. The Tengku himself talked in Bom- 
bay about tentative decisions whereby there would 
be two houses, the lower house to be elected and 
the other to be manned by nominated members, 
presumably representative (like the previous legis- 
lature) of all the basic interests of the country. 
Though the cld legislature lacked the sacrosanct 
character that modern ideas attribute to the elec- 
toral process, it was in actual fact perhaps the most 
representative body in all Asia, for there was 
scarcely a single national interest of importanee 
which was not represented. 


The Chief Minister of the Malayan Federation, 
Tengku Abdul Rahman, rejected the suggestion of 
the Singapore Chief Minister, Mr. David Marshall, 
of a joint application for Dominion status, but he 
told the UMNO General Assembly that he will ask 
Singapore to consider joining the Federation as a 
member State. He also announced Federation plans 
to set up in the Federation a _ constitutional 
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monarchy. The Tengku also extended an invitation 
to Sarawak, Brunei, and North Borneo to be member 
States of the Federation. The revised constitution 
of the Organization, adopted at the assembly, pro- 
vided for more effective and centralised control of 


the Party and for wider representation in the as-. 


sembly for the youth movement of the party. In- 
stead of two representatives they will now have 24 
—two from each State and Settlement and from 
Singapore. The women’s section will also have 
one representative for every 750 members. Both 
sections will be under the direct control of the parent 
body through supervisory committees. A supreme 
executive council is also replacing the central execu- 
tive committee, and State and Settlement executive 
committees will also be set up. 

The People’s Action Party leader in Singapore, 
Mr. Lee Kuan Yew, lost no time in hailing as an 
idea worth discussing the proposal that Singapore 
should become a member-State in the Federation. 
There should be discussions between Singapore and 
the Federation to work out constitutional details 
of co-operation within a Federal framework. The 
Progressive Party spokesman said they would join 
only as an equal partner, and would resist vigorous- 
ly any attempt to sell out Singapore to the Federa- 
tion on anything less than this. To this the leftist 
leader Mr. Lee retorted: ‘To talk of equal partner- 
ship between an island of one million people and a 
mainland of six million is utter nonsense.” 

The UMNO Assembly decided to demand inde- 
pendence within the Commonwealth for the Federa- 
tion if possible not later than August 31, 1957. The 
“if possible’ was added by the President, Tengku 
Abdul Rahman. Time is needed, he said, to hand 
over each Government Department to them and to 
reorganise them. He claimed that there was no 
nation in the Commonwealth which did not support 
their aim for immediate self-government and in- 
dependence. They made known their support dur- 
ing the Colombo Plan conference in Singapore. 

The Tengku’s reservation is wise, and recalls 
the previous competition in dates in Singapore. The 
Progressives there, in a “heedless somersault” dur- 
ing the August crisis, demanded immediate inde- 
pendence when the Labour Front Government was 
asking only for greater responsibility under the 
Rendel Constitution. The Tengku, after all, is ask- 
ing for a lot. He wants to have control of finance, 
internal security and defence and an end to the 
High Commissioner’s veto. The leaders have, of 
course, to reckon with the passionate impatience of 
the rank and file who are now in full ery for the 
“kill.” It was only two years ago that UMNO was 
fighting for electoral representation in the Legisla- 
ture. Then six months later there was a row over 
the electoral plans which, it was contended, would 
prevent any party from getting an effective majo- 
rity in the Council, and the UMNO leaders resigned 
from all official bodies in protest. The pace has 
been hectic and some problems of an extension of 
federation are becoming greater, especially that of 
citizenship -and nationality, and our Singapore con- 
temporary says that separate solution of this ques- 
tion would make true federation impossible. 


January 26, 1956. 
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CONTROVERSIES OVER NATIONAL PLANNING 
IN CHINA 


When the head of the Chinese People’s Government set 
a new tone of friendliness toward the peasants in his famous 
speech to Party secretaries at the end of July, he also set 
in train a series of controversies which concentrated on the 
distribution. of investments under the national Five Year 
Plan. The “industrialists” have had a marked advantage 
over the rest of the party hierarchy during the past three 
years: so much so that the peasants could hardly be blamed 
if they concluded that they were to be milch-cow for their 
brothers in the factories and mines and that upon their many 
backs were to be laid all the burdens of industrialization. 
Naturally the distribution of Government investments 
aroused rivalry and controversy—and not between the in- 
dustrialists and the agriculturists alone. Many of the city 
and provincial administrations also had fond dreams and 
ambitious plans which had in the end to be pigeon-holed. 
A long and detailed survey was made by Shih Wei in 
the party organ “Hsueh Hsi” of the distribution of invest- 
ments and of the controversies evoked. Defending the actual 
decisions on distribution against those who want2d more for 
the farmer and for light industry, he admits that such stress 
is laid en industry that no less than 58.2% of the total in- 
vestment goes to that branch. China produced only 1,350- 
000 tons of steel in 1952 as compared with the 414 million 
tons produced in the Soviet Union the year before the start 
of the Russian Five Year Plan in 1928. China’s modern 
industry accounted for only 26.7% of the gross industrial 
and agricultural output while Soviet industry accounted for 
48%. Although the machine-building industry in the Soviet 
Union was then still backward, domestic production was 
large enough to meet nearly 70% of domestic demand, while 
tractors accounted for 36.6% and motor-cars accounted for 
31.8%. China could not then produce large precision machines 
and complete sets of equipment for cars and tractors. Thus 
her five year plan started from an economic foundation which 
was extremely backward. Not until the first Five Year Plan 
has been fulfilled can Chinese industry reach or top the 1928 
level of the Soviet Union. And it was suggested that it 
will take the regime half a century to build a powerful and 
highly industrialised country. Aid to the farms to push 
producer co-operatives can only be given in the form of 
loans, not: in investments. Farming loans will in five years 
- be, increased by 15,200 million yuan, which will primarily be 
extended to the producer co-operatives. Thus the invest- 
ment ratios of industry and agriculture are considered to 
be proper and to conform with the present conditions. 
The Soviet’s agricultural investments in the first Five 
Year Plan were higher than China’s because the Soviet in- 
troduced over-all collectivization and large-scale mechaniza* 
tion. The demands on agricultural production will grow 
larger and larger, but industry is the brain of high-degree 
development of agriculture. The more industry is develop- 
ed, the more consumer goods can be supplied to meet the 
living needs of peasants, and the more tractors, pumps, trans- 
portation means and chemical fertiliser can be supplied to 
agriculture, and the more steel, cement, and equipment can 
be supplied for water conservancy construction projects. | To 
do this it is not enough to combine industry with agricul- 
ture in respect to means of consumption like textile goods 
but also in respect to capital gqods like machines ete. Com- 
bination in respect to metal goods bears primarily on the 
production side of peasant economy and bears on the 


mechanization and  collectivization of peasant economy. 
Stalin was quoted as saying that it is precisely because of 
this that the peasantry may be reformed and class eliminated. 
To increase agricultural investments by cutting the indus- 
trial investments, it is argued, would inevitably defer 
Socialist industrialization, hinder Socialist transformation of 
agriculture, weaken the worker-peasant alliance and damage 
the combination of industry with agriculture. 


During the discussion of policy some took the view 
that the “peasant’s lot is hard;” industrialization is too fast; 
the State gives importance to industry and not to agricul- 
ture; the State invests too little in agriculture and the deve. 
lopment of industry is out of proportion to the development 
of agriculture; and that continuation of this state of affairs 
will affect the worker-peasant alliance. To the argument 
that industry in China starts the Five Year Plan from a 
much poorer foundation than Soviet Russia, critics retort 
that oil and agricultural machines could easily be imported 
during the period when China is preparing to supply herself. 
The ideologues answer back that even if machines were 
thus made available it would still be impossible to introduce 
mechanization throughout the country as long as the private 
ownership of land remains unchanged under peasant economy. 
(This argument flies in the face of the common knowledge 
that the most highly mechanized agriculture in the world is 
in Britain and in the United States!) 


Another reproach is that not enough machines are 
being used to reclaim vast areas of wasteland—-a reproach, 
incidentally which was brushed off at the. time but is in 
fact causing a tremendous increase in land reclamation in 
neglected but cold Heilungkiang, though the defenders of 
policy held that it was difficult to reclaim such areas even 
with machines because of the poor transportation and com- 
munications and the lack of survey, plan, and design. It is 
better also, it is argued, to proceed with small-scale conser- 
vancy programmes and to get the labour for it from the 
expansion of producer co-operatives than to try and finish big 
conservancy schemes in the five years. 

The priority growth of production of capital goods is 
the necessary conditioh for the enlargement of Socialist 
production and is the basis for the continual rise of the 
various branches of national economy. Investments in light 
industry are smaller than the proportions in the Soviet's 
first five year plan because Chinese State-owned and private 
industry still had considerable latent power and it could be 
supplemented by the extensive handicrafts. The public com- 
plain about the shortage of consumer goods and attribute this 
to the concentration on heavy indusiry but this attitude, it 
is contended, is based on erroneous ideas. It is the conten- 
tion of Shih Wei that the key-points and ratios of invest- 
ments are correct and conformable to the environment of 
the country and the basic tasks of the national plan, He 
accused critics of the policy of supporting the guiding prin- 
ciple, policy and task of the five year plan in words and to 
oppose them in practice. 

“Frequently, seizing upon some slogans seemingly ac- 
ceptable to us and availing themselves of some plausible 
reasons, they preach their programme against our pro- 
gramme. They are against the ratios of industrial and agri- 
cultural investments, which lay stress on industrial con- 
struction, and consider the Scale of capital construction too 
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SOCIALISTS AND LABOUR MOVEMENT IN JAPAN 


While Japan's Socialists have reunited themselves into 
a single party, the labor organizations still remain divided 
and pose a number of serious problems. This is a grave 
matter for the Socialists because organized workers make 
up the core of the support for the Socialist Party. Prior 
to their reunion, both the Left and the Right-wing Socialists 
had their respective backers in the labor unions. The unifi- 
cation of the labor front is one of the chief issues of So- 
cialists and labor unionists. Other problems include the 
maintenance of the dividing line between political parties 
and labor unions as well as the coordination of political 


big fox an economically poor and backward country. They 
hold that the State is not capable of carrying out capital 
construction on such a grand scale within five years. They 
solemnly champion the worker-peasant alliance and regard 
themselves as the spokesmen of the peasants, and arguing 
that industrialization seriously affects the worker-peasant 
alliance. Persons making such arguments are, in some Cases, 
aiming at subversive activities. Such conspiratorial acti- 
vities must be curbed. Some of them are resisting bour- 
geoisie or representatives of rich peasants or speculative 
merchants.” 


The total industrial capital investments prescribed in 
the Five Year Plan give 88.8% to heavy industry and 11.2% 
to light industry. It was stated on January 2 that indus- 
trial targets for 1955 were over-fulfilled by an estimated 
one per cent—a frequent optimistic formula adopted by the 
officials responsible for production in their hurried last- 
minute assurances to the Central Government. It was esti- 
mated that the value of the total industrial output was 
54% higher than in 1954. These preliminary statistics also 
indicated that output targets were reached or over-fulfilled 
in 832 major products, including oil, power, coal, heavy indus- 
try, machine building, and light industries. New type pro- 
ducts to meet new demands were universal grinders, lathes, 
complete sets of 6,000 k.w. steam power generating equip- 
ment, giant 31,500 k.w. ampere transformers, 40-ton boilers, 
alloy steel seamless tubes and ship-plates. Construction 
projects completed included a blast furnace, four coke-oven 
batteries, two coal-pits, four cotton mills, and a big re- 
servoir, 


It was announced on January 4 that a comprehensive 
programme for scientific and technical co-operation between 
the Soviet Union and China had been worked out at the 
third meeting of the Sino-Soviet Commission in December. 
The Soviet will supply China with designs and data for 
non-ferrous metallurgical enterprises and coal industry and 
the construction of railway buildings; blue-prints for blast 
furnace equipment and various types of machinery, includ- 
ing those for the mining industry and agriculture; blueprints 
for making chemical industry equipment; and technical in- 
formation for manufacturing dyestuffs and other chemical 
products, China will also send experts to the Soviet Union 
to study metallurgical, coal, oil, textile and trading indus- 
tries. The Soviet Union will send experts to China to study 
the cultivation of various kinds of agricultural produce and 
Chinese researches in medicine, physiology, biochemistry, as- 
tronomy and other fields. China will also supply technical 
information for manufacturing certain chemical products 
and medicine; blueprints for making certain types of equip- 
ment for textile and tobacco industries and building ma- 
chinery; samples of seeds; and laboratory specimens. 


and economic activities. There is evidence that the trade 
union movement in Japan now faces a turning point. 


Organized labor in Japan boasts a strength of 7,000,000 
members, Of them some 3,000,000 are affiliated with the 
General Council of Trade Unions of Japan (Sohyo) which 
supports the former Left-wing Socialists. About 670,000 
are affiliated with the Japan Trade Union Congress (Zenro), 
which, together with the Japan Federation of Trade Unions 
(Sodomei), supports the former Right-wing Socialists. Ap- 
proximately 42,000 workers are affiliated with the National 
Federation of Industrial Organizations (Shin San-betsu) 
which supports the former Left-wing Socialists. The pro- 
Communist Congress of Industrial Unions of Japan (San- 
betsu) has about 9,000 members. There are also unaffiliated, 
neutral unions. 


Solhyo and Zenro are the two major labor organizations 
in Japan. The unification of the labor front depends to a 
large extent on these two organizations getting together. 
However, Sohyo and Zenro are pitted against one another. 
The opposition of the two is violent. There appears little 
hope for the two groups arriving at an early compromise. 
Nevertheless, collaboration between Sohyo and Zenro in 
lobbying in the National Diet will become somewhat closer 
than before, and may in turn serve to prepare the way for 
unifying the two labor groups. In anticipation of such a 
move, the trend toward support for a united labor front is 
expected to Strengthen gradually among Zenro’s affiliates, 
particularly the lower echelons. Zenro itself, however, is 
opposed to unification with Sohyo without first coordinating 
ideologies, 


Sohyo’s program for 1955 did emphasize the need for 
unifying the labor front. Sohyo is aiming at the establish- 
ment of a structure for concerted action among itself, Zenro, 
Sin San-betsu and the neutral unions. The ultimate goal 
is the promotion of the labor front unification. Zenro, on 
the other hand, remains opposed to unification of organized 
labor centered about Sohyo and maintains that expansion 
and strengthening of Zenro itself is the sole means toward 
creating a united labor front. Sohyo took positive action 
to support the unification of the divided Socialists. It de- 
manded an agreement between the Left and Right wings on 
the principles and fundamental policies of a united Socialist 
Party, and advocated a tripartite merger among the Left 
and Right wing Socialists and the Labor-Farmer Party and 
non-participation in a common front controlled by the Com- 
munists. Zenro, however, insisted that the Socialist unifica- 
tion should be based on the principles of democracy and 
expressed strong objection to the inclusion of the Labor- 
Farmers, a party of “quasi-communists”, to participate in a 
united Socialist Party. Sohyo expressed previously con- 
siderable criticism against the International Confederation of 
Free Trade Unions but now has changed its attitude. While 
stressing cooperation with Asian trade unions, it aims at the 
promotion of intercourse with the laboring masses on an 
international scale regardless of their affiliation with the 
ICFTU or with WFTU. Sohyo maintains friendly relations 
with foreign labor organizations aligned with the WFTU 
including the Soviet, Communist Chinese, French and Italian 
Federations of Labor. On the other hand, all affiliates of 
Zenro are members of the ICFTU. Zenro seek to promote 
closer relations with other Asian labor organizations through 
the strengthening of ICFTU’s regional structure in Asia. 
Sohyo is opposed to the productivity movement carried out 
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SUCCESS OF JAPAN’S SHIPBUILDING 


Japan's rapid progress during the postwar years in the 
field of shipbuilding technique places it in a solid position 
as a producer of vessels. Japanese dockyards are handling 
an increasing number of orders for ships from abroad. Japa- 
nese know-how in contructing ships today is on a world 
level—just as it was before the war, Tremendous efforts 
went into raising the standards of shipbuilding in Japan 
from the depth they had fallen during the war years. One 
outstanding feature of Japanese shipbuilding today is that 
it is genuinely a peacetime industry. Before the war, the 
industry prospered to a large extent because of military 
demands. At the time of the termination of the last war, 
Japan lagged behind the Western countries in the standard 
of shipbuilding technique. This was a result of the war- 
time demand for speedy, mass construction of vessels. It 
called for extreme simplicity in both design and construction. 
These factors, combined with the forced isolation from the 
rest of the world during the war, were responsible for the 
deterioration of technique. 


This deplorable situation awakened the Japanese people 
to the keen need to catch up with the advanced shipbuilding 
techniques of other countries. It ignited the desire to have 
Japan prosper once again as a shipbuilding nation and im- 
prove the balance of its international payments by means 
of exporting vessels. The strenuous efforts of the Japanese 
people have borne fruit, and Japan’s shipbuilding technique 
is approaching a position of leadership in the world once 
again. 

The big stride made in the field of electric welding 
has revolutionized shipbuilding in postwar Japan. Electric 
welding was known before the war, but at that time it was 
used only to fix couplings in place of the rivet system. Ac- 
cordingly. for both the hull structure and other engineering, 
the rivet system was still the principal method used. Electric 
welding was employed up to a maximum of 50 per cent 
in the entire construction process. In the postwar years, 
however, the progress of the_electric welding technique in 
shipbuilding has been remarkable. The hull structure and 
other engineering processes have been changed so that they 
are now suitable for electric welding. The reliability of 
electric welding has also markedly improved and it is now 
employed up to as much as 90 per cent in the entire con- 
te a a Ss 
by the Japan Productivity Center. It contends that the 
productivity movement invites undue pressure on labor, wage 
cuts and lay-offs, and, as such, seeks to undermine the union 
movement. Within Zenro opinion is divided into two cate- 
gories. The positive group asserts that the Productivity 
Center must clarify what problems it faces and how it plans 
to solve them. This group is prepared to participate in the 
movement on condition that the Center improve employment 
and carry out fairer distribution of profit and recognizes 
the right of unions to make proposals in regard to indus- 
trial policy and management of enterprises. The negative 
group, on the other hand, feels even if labor participates 
in the movement, productivity would not be increased imme- 
diately. It fears that under the existing labor management 
relations, labor will be making all the sacrifice. 

The trade union movement in Japan faces a new situa- 
tion: How to maintain the distinction between political parties 
and trade unions, how to coordinate political activities and 
trade union activities for economic purposes and how to unite 
the disorganized labor front. 


struction process. The electric welding method was adopted 
around 1949 when the Ocecupation-imposed restrictions on 
Japanese shipbuilding were removed. Today it compares 
favorably with that of the advanced Western nations, 

This remarkable progress which was achieved in a short 
period is the result of research on the part of shipbuilding 
experts. A huge amount of money was invested in research 
as well as in translating the results into actual working 
order. The shipbuilding industry had to rebuild facilities re- 
quired for the new electric welding method of ship con- 
struction, and among such requirements were, besides weld- 
ing machines and power generators, sub-assembly plants, gas- 
cutters, planing rollers, curbing rollers and presses, scallop 
punches and presses for processing corrugated plates, cranes 
and transportation equipment. As a result, the 10th Ship- 
building Program of 1954 was carried out with 30 per cent 
less manpower and 15 per cent leSs consumption of steel 
materials than in the case of the Shipbuildnig Program of 
1949. The construction period was reduced almost by half. 
This improvement in efficiency now enables shipyards to 
meet a large amount of foreign orders for vessels. 

Before the war, Japan introduced many types of vessels 
to the world. Following the war, research using actual ships 
in experiments were carried out on a large scale. Results of 
these researches, together with the development of new 
theories based on experiments, are expected to bring about 
further advance in Japan’s shipbuilding technique. 

Regarding ship engines, the most important development 
has been made in diesels. Advanced casting technique, as well 
as the adoption of steel plate welding for the outer structure, 
the holder and the air tank has served to reduce the weight 
of diesel engines. The adoption of the exhaust supercharge 
system ona practical scale has improved the capacity per 
weight of diesel engines. The utility value of diesel en- 
gines is now enhanced by the use of inexpensive petroleum 
C for fuel. 

Ags for large-size engines, Japanese makers have been 
manufacturing leading foreign types, such as Sulzer, MAN 
and B&W by virtue of technical tie-ups. One of the latest 
developments is UEC, a new type developed by the Japa- 
nese. It is a type applying exhaust turbo-charge to the 
single-acting two-cycle engine—a type which makers the 
world over have been vying to develop. A feature of UEC 
is that it has a larger capacity per cylinder than the con- 
ventional type and is lighter in weight. It occupies smaller 
floor space and operates with less fuel. UEC was intro- 
duced at the International Conference on Internal Combus- 
tion Engines held at The Hague, The Netherlands. The 
Japanese engine was immediately given international re- 
cognition. 

In the field of steam engines, 1esearch has been con- 
ducted to improve efficiency. In Japan a steam turbine, 40 
kg/em2 in steam pressure and 420 degrees C in steam tem- 
perature, was already in operation during the war. Through 
improvements following the war, a steam turbine of 65 
kg/cm2 steam pressure and 450 degrees C steam temperature 
with a capacity of 12,500 H.P. was developed. 

Japan’s postwar shipbuilding technique was most back- 
ward in the field of electronic devices for navigational aid 
such as radar and loran. These apparata were invented in 
the Western countries during the last war. The Occupation 
authorities prohibited Japan from conducting research on 
or manufacturing these electronic devices. Thus, Japan was 
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ECONOMIC REVIEW OF THE PHILIPPINES 


FOREIGN TRADE AND PAYMENTS 


Large trade gap during first half of the year 


The liberalisation of imports at the end of 1954 resulted 
in a sharp increase in imports during the first five months of 
the year. There were increases in all categories of imports, 
but the sharpest occurred in the category of consumer 
goods: food imports rose 88.6 per cent compared with the 
equivalent period of 1954 and now account for 22.3 per cent 
(14.8 per cent last year) of total imports. Imports of to- 
baceo products and beverages rose by 46.4 per cent and now 
account for 3.9 per cent (3.2 per cent) of the total. The 
total value of imports was 20.5 per cent more than in the 
first five months of 1954. 


There was also a slight increase in the quantities of all 
Philippine exports except tobacco, which declined by over 
70 per cent. But a deterioration of the terms of trade 


FOREIGN TRADE OF THE PHILIPPINES 
(Value in millions of pesos) 


January to May 1954 55 
Value % of total Value % of total 
EX DOMES ciaaseneeya aver yeas 354.8 100.0 349.6 100.0 
Sugar & products 121.8 34.3 124.2 35.5 
Coconut products 125.9 35.5 114.9 32.9 
Logs, lumber and 
ElMDOL) gselvinctsjersiare 20.3 wieles 32.0 9.2 
Minerals and Metals . 30.3 8.5 30.1 8.6 
Fibres & products Puta 7.6 24.7 Mel) 
Fruits and prep. .... EO 1.4 6.9 2.0 
Wood, bamboo, rattan, 
reeds & manuf. .. 1.0 0.3 2.2 9.6 
Cotton & Misc. 
fibre products as 4.5 1,3 1.6 0.5 
Tobacco and products 4.5 ee} 1.5 0.4 
Others: | chee ence. 7.4 2.0 11.4 3.3 
Uimportswe ..ayeosts eae ne: 389.8 100.0 469.8 100.0 
Machinery and 
transport equip. .. 16.3 19.6 87.6 18.6 
Textiles 67.3 Mes 84.0 17.9 
Food 57.7 14.8 80.0 17.0 
Fuel and lubricants .. 41.5 10.6 44.0 9.4 
Chemicals 29.9 vive 34.7 7.4 
Base metals. cs cess 24.4 6.3 29.9 6.4 
Beverages and tobacco 12.5 3.2 18.3 3.9 
Paper products ..... 14.4 Bat 16.2 3.4 
Metal manufactures .. 15.2 3.9 16.1 3.4 
Rubber products Tes | 3.1 14.9 3.2 
Others: ih. deeeees axenic 38.5 9.9 44.1 9.4 
Balance of trade —35.0 —9.0* —120.2 —25.6* 


* Percentage of imports not covered by exports. 
j Change in the percentage of imports not covered by exports. 


resulted in a decline in the total value of most exports except 
sugar products, timber and wood products, fruits and pre- 
parations, and minor exports. The stgepest declines in ex- 
ports occurred in the categories of tobacco, which fell by 
two-thirds, and cotton and miscellaneous fibre products, which 
fell by 64.4 per cent, compared with the equivalent period 
of 1954. The value of the main fibres, which include abaca, 
only declined by 8.9 per cent. In absolute terms the most 
important decrease was that of 8.7 per cent in exports of 
coconut products, whose share of the total value of exports 
has thus declined from 35.5 to 32.9 per cent. 

On the other hand there was a 2 per cent increase in 
the value of sugar exports, which have now displaced coco- 
nut products as the chief export item. Exports of logs, 
lumber and timber rose by 17 per cent and from fourth 
place as an export to third; exports of wood, bamboo, rattan 
and reed manufactures rose by 120 per cent. 


Import quotas cut for second half of the year 


As reported in the last review this deterioration of the 
balance of trade affected the foreign exchange reserves, 
which fell from P546.4 million ($273.2 million) at the be- 
ginning of the year to P487.2 million ($243.6 million) at the 
end of May, their lowest point since the payments crisis of 
1949. To guard against their further depletion the Reserve 
Bank of the Philippines reduced sharply the important quotas 
for the second half of the year. 


This reduction in foreign exchange 
allocations has, however, been highly 
selective to prevent any slowing down 


ete % of the development programme. Cuts 
— 5.2 =e have fallen mainly on ‘non-essential 
1 se <a a consumer goods’ which include a large 
i proportion of imported foods, beverages 
a can ay 5 and manufactures of all types (eg. of 
— O54 — 8.9 paper, metal and rubber). These cate- 
ge ORS ae nl gories should therefore decline in im- 
+ 1.2 +120.0 portance during the second half of the 
=. 959 = 644 year, as currency allocations for those 
2 Hh ere of them which are classed as ‘non- 
+ 80.0 + 20.5 essential consumer goods’ have been cut 
by 50 per cent. Exceptions are refri- 
+ 11.8 + 14.8 z 
+ 16.7 1 O4arg gerators of all types, whose foreign ex- 
+ 22.3 + 38.6 change quota has been cut by 70 per 
+ 2.5 + 6.0 
Tiras + 16.1 cent, and fully assembled cars, buses 
zi BS a a and trucks, whose import has been ban- 
BE 5 + 12.5 ned altogether. 
a 9.9 iH 5.9 
a aH 4 ae There have besn no cuts, on the 
— 85.2 — 16.6+ other hand, in the foreign exchange allo- 


cated to the import of both essential and 
non-essential producers’ goods, with the 


a 


left far behind in this field of science. When the bar was 
lifted in August 1951, Japan lost no time in soliciting tech- 
nical aid for the preduction of these new devices from leading 
foreign makers, including Sperry and Raytheon of the United 
States. This, coupled with research of its own, has enabled 
Japan to catch up rapidly. Japan is now capable of pro- 


ducing radars and lorans qualitatively equal to the products 
of leading Western makers, 

Today Japan is competing with growing success with 
such leading shipbuilding countries as the United Kingdom 


and Germany and enjoying a large amount of foreign orders 
for vessels. 


January 26, 1956 


exception of textiles. Textile imports, which rose by 24.8 
per cent during the first five months of this year over the 
corresponding part of 1954, are to be reduced by 50 per 
cent «luring the second half of 1955. No cuts are to be 
borne by importers whose half-yearly allocation of foreign 
exchange is less than $15,000. This is because small traders 
are mainly Filipinos whereas the more substantial business- 
men are foreigners (mainly Chinese and American). 


Even before these measures had had time to take effect, 
the foreign exchange position began to improve. By the 
end of July the international reserves of the Philippines had 
risen again to P494.8 million ($247.4 million) and have 
continued to rise, though only slowly, since then. 


Decreasing importance of American trade 


The United States remains the Philippines’ main trading 
partner but its share of total Philippine exports and imports 
is gradually decreasing as the table below shows. 


This decline of the U.S. share of 
Philippine trade will be accelerated 
from the beginning of next year when 
the Philippines will begin to levy 25 
per cent of their full import duty on 
imports from the U.S.A., a duty which 


Prewar 
1949 


1950 
will grow progressively larger until in Tebk 
1974 mutual trade preferences dis- 1953 

1954 


appear altogether. 


The U.S. trade statistics with the Philippines for the 
first seven months show increased U.S. exports of all cate- 
gories of products except tobacco manufactures, synthetic 
fibres and manufactures, non-metallic minerals and manu- 
factures, and metal manufactures, which «lecreased slightly 
compared with the comparable period of 1954. During the 
same period there were increases in U.S. imports of Philippine 
sugar products, nuts and preparations, inedible vegetable 
oils and waxes, and cotton manufactures. On the other hand 
the United States bought fewer Philippine oilseeds, textile 
fibres and manufactures (except cotton), metals and ores. 


Japan maintained its position as the chief buyer of 
Philippine logs, lumber, timber and iron ore. Spain is nor- 
mally the chief buyer of Philippine tobacco, but delays in 
contract negotiations with that country resulted in a sharp 
decline in tobacco exports there during the first five months, 
so that the position of prime buyer of Philippine tobacco 
was occupied for the first time by the Benelux countries. 
The exceptionally small tobacco exports to Spain during the 
first half of the year will, however, be compensated by ex- 
ceptionally large shipments during the second half. 


New delays in Japanese reparations settlement 


There has again been some Japanese stalling on the re- 
parations issue. The Japanese have now accepted the Philip- 
pine figure of $800 million in principle, but want the pro- 
portion of direct reparations (standing at $550 million in 
the Philippine formula) to be lowered and the proportion 
of service reparations ($20 million) to be increased. The 
Filipinos have declared that they can make no further con- 
cessions. Talks between the two sides are said to be im- 
minent, and an agrecment may yet be reached before the 
end of the year. 
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THE INTERNAL ECONOMY 
Mild deflationary tendency during first half of the year 


During the first six months of 1955 the Philippine eco- 
nomy exhibited mixed trends but a mild deflationary tone 
slightly predominated. 

According to the Central Bank index, consumer prices 
in Manila were unchanged from the corresponding period last 
year, but were down 2.6 per cent from the second half of 
1954. This was partly due to the fact that the consumer 
price index contains a large number of items used by the 
lower income groups for which demand is fairly inelastic, 
so that greater supply brings down prices more than it 
stimulates consumption. Wholesale prices in all sectors 
(domestic, export and import) were down compared to both 
periods of last year. Retail prices of foodstuffs were up 0.8 
per cent from the corresponding period last year, but down 
5 per cent from the second half of 1954. Retail prices for 
selected commodities were down 38.8 per cent compared to 


Foreign trade of the Philippines 
(millions of pesos) 


Exports Imports 

Total toU.S.A Total from U.S.A. 

80% 60% 

507.5 363.8 (72%) 1,172.8 938.6 (80%) 

674.3 491.2 (73%) 684.9 510.5 (74%) 

819.4 515.6 (63%) 962.5 683.3 (70%) 

703.8 473.6 (67%) 841.3 612.3 (72%) 

784.9 529.1 (67%) 855.1 643.5 (75%) 

810.3 490.5 (61%) 965.3 652.7 (68%) 

waratiters 276.0 181.6 (66%) 357.9 239.4 (67%) 


both halves of last year. Cross sales rose by less than 
4 per cent above the first half of 1954. Money supply 
dropped from P1.226.6 million at the end of December to 
P1,207.5 million at the end of June. 


The principal factors which contributed to price stabi- 
lity or reduction were: 


1) Inereased production. Agricultural output in crop year 
1955 was up 3.3 per cent over crop year 1954. Manu- 
facturing production in January—June rose 7.5 per cent 
over the first half of 1954. 

2) Increased imports, which rose by 22.4 per cent. 

3) A sharp decline in the international reserve which 
helped to reduce the money supply. 

4) A P105.23 million rise in the Government cash balance 
above the second half of 1954 (P80.1 million above first 
half), due to improved revenue collection and budgetary 
borrowing. 

5) Increased time and savings deposits. 

6) A slight decrease in exports due to a shipping shortage 
during the first quarter and higher ocean freight rates. 

Money supply in the Philippines 

(million pesos) 
1954 1955 Change Per ceut 
change 
January 1,299.9 — 9.4 — 0.8% 
February 1,222.9 — 13.4 ee Jnl er 
March 1,216.1 — 29.7 — 2.4% 
April 1,221.8 — 11.7 — 0.9% 
May 1.208¢6) MR (520), = are 
June 1,209.9 + 9.5 + 0.8% 
DU eae daria cee sees 1,223.1 = 18.5 + 1.1% 


As mentioned above fhis contraction of the Philippine 
money supply during the first five months of the year, which 
now appears to have ended, was caused mainly by a drop in 
the international reserves, while. domestic credits were on 
the contrary expanding all the time in pursuance of an official 
policy of ‘active ease’. 
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Factors affecting money supply in the Philippines 
(million pesos) 


July 1954 July 1956 Change 
Currency in circulation ...... 631.4 627.0 — 4.4 
Current accounts ...,.2.0.-0 578.8 596.7 + 17.9 
Total money in circulation 1,210.2 1,223.7 + 13.5 
Internationa] reserves .,....- 617.6 494.8 —122.8 
Time deposits and accounts .... 666.0 412.8 —243.8 


Labour agreement with British North Borneo 


An Anglo-Filipino agreement has been concluded pro- 
viding for the employment of an initia] batch of 5,000 skilled 
and unskilled Filipinos in British North Borneo for a two 
to three year period’ which may be renewed and lead to the 
permanent settlement of the Filipinos in B.N.B. One of 
the clauses of the agreement Stipulates that none of the 
migrant Filipinos may, while in B.N.B., undertake any work 
in connection with the development and exploitation of the 
abaca industry. 


Manila Railroad to be dieselized 


The Manila Railroad Co. has ordered 40 diesel locomo- 
tives from the General Electric Co. (U.S.A.) which will 
replace completely the railroad’s present stock of steam 
locomotives and greatly improve its efficiency. 


PRIMARY PRODUCTS 


Increased production of most commodities 


Production figures for the 1955 crop year show increases 
in the production of all primary products except corn, desic- 
cated coconut, abaca and sugar whose production decreased. 


Primary Production in the Philippines 
(000 metric tons) 


September to August 1953/1954 1954/1955 "% change 

Food products: 
Ries: “unhubled)  Laisiccn ao cesrece 2,069 2,070 + 0.1 
Root crops 1,180 1,200 oe | 
COLny sansses setts oneetinamie dee 780 770 — 1.3 
Bruits vand| nutsig)<ccscewecon ci 600 626 + 4.3 
BAUS Tes aire ret erex ce cys ea rabasrats tele 9) giacsiars 312 320 + 2.6 
Meat | products. Wee sien sane 189 230 + 21.7 
Beans & vegetables ..-....... 216 224 + 3.7 
Peanuts, unshelled .......... 17 18 + 5.9 
Coffee “G\ Coroah) shes. ecemiass 8 9 + 12.5 

Export products: 
Timber, million board ft. .... 1,433 1,540 ap aicls 
Sugar, centrifugal  .......... 1,301 1,243 + 4.5 
Conran seine so ctiinesiaeias eo eaias 935 950 + 1.8 
Coconut none rience. eee 147 164 + 11.6 
Desiccated coconut .......... 48 40 —— 0 
ADRCW ME Coyerimcision Sa cicie cerserais Stele 100 96 — 4.0 
TOBACCO, -o5. daciscisaeice waieaias hs 28 30 + T.1 


Rice gap widens 


The 1955 rice crop finally amounted to 2,069,600 metric 
tons, a bare increase of 1,000 tons over the 1954 crop com- 
pared with a 24,900 ton increase from 1953. to 1954. A 
decline from 12.7 to 12.2 cavans in the yield per hectare 
largely nullified the 41,000 hectare increase in the acreage 
devoted to rice. 10,000 tons of rice were imported from 
Thailand in the first half of the year and a further 30,000 
tons are due to be imported in the second half, thereby 
bringing the total amount of rice available for consumption 
to 2.109.600 tons (2,111,500 tons in 1954). But the rice 
consuming population has grown by a further 300,000 
mouths in the past year, so rice supplies per head have 
declined. 
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Decline in sugar output 


The 1954/55 sugar crop finally amounted to 1,371,406 
short tons (1,224,470 long tons), 82,470 short tons less than 
last year. The Philippines quota on the US. market re- 
mained unchanged at 977,000 tons, which were sold at prices 
varying from 5.50c to 5.55¢ per lb. The Philippines quota 
on the world free market was increased to 42,688 metric 
tons (47,058 short tons) at the September meeting of the 
International Sugar Council; free market prices, which had 
been at 3.22c a lb in August rose to 3.29c a lb in September 
but were down again at 3.26c at the end of October. Finally 
the Philippines had an additional quota of 22.046 short tons 
for barter against rice with neighbouring countries. This 
leaves a non-exportable residue of 325,502 short tons. This 
should be sharply reduced next year, however, as the Philip- 
pine Sugar Association’s preliminary estimate for the 1955/56 
crop only amounts to 1,190,785 short tons. 


Results of first International Coconut Conference 


The six day International Coconut Conference held at 
Manila at the end of August was attended by delegates from 
the Philippines, India, Ceylon and Indonesia and by observers 
from twelve countries. It agreed to take steps towards: 


1) the standardisation of the quality and grading of coco- 
nut products for export; 


2) remedying problems of warehousing, handling and trans- 
porting coconut products; 


3) the creation of a Joint Information and Promotion 
Board; 

4) yvequesting the F.A.O. to make a detailed survey of the 
coconut industry of the area; 


5) establishing a unified research programme on the agri- 
cultural, industrial and other problems of the industry. 


Preconference proposals for a joint marketing agreement 
were, however, dropped at the conference. 


PHILCOA'’s progress in rationalising Philippine 


coconut production 


The Philippine Coconut Administration (PHILCOA) has 
now issued a P2 million ($1 million) loan for the construc- 
tion of the first 40 provincial centrals; the total programme 
calls for 600 centrals at a cost of P30 million. The Na- 
tional Economic Council has imposed as condition for its 
authorization of the bond issue that the producers of every 
area in which a central is to be built undertake formally 


to supply the central with a minimum number of coconuts 
at all times. 


PHILCOA has also agreed to supplement the 600 cen- 
trals by 6,000 coconut or copra trading posts, in order to 
eliminate middlemen’s profits and give the planters and 
copra producers better value for their produce. 


Copra production this year has not come up to expecta- 
tions. “Instead of the 10 per cent increase in output over 
last year predicted as late as August, there has been a bare 
increase of 23 per cent. The European cif. price for Philip- 
pine Copra was $180 a ton at the end of October, a decline 
of $8 from the late August level. This decrease was caused 
by the very heavy U.S. soya bean crop and uncertainty about 
next year’s whale oil production. But prices are expected 
to remain firm from now on as Indonesian copra exports 
have not materialised this year and the surplus oil stocks 
of the Netherlands and the U.S. Commodity Credit Corpora- 
tion. which exercised a bearish influence on the market during 
the last two years, are now exhausted. 
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Abaca Corporation set up 


The Abaca Corporation mentioned in the last report 

has now been set up to fulfil the following objectives: 

1) Stabilisation of abaca production; 

2) stabilisation of prices at a profitable level to pro- 
ducers; and elimination of speculation; 

3) promotion of effective merchandising in domestic 
and foreign markets; 

4) establishment of warehousing and marketing faci- 
lities to supervise the buying and selling of abaca 
and other fibres; 

5) promotion of prompt and extensive 
tion of the abaca industry. 


industrialisa- 


To attain these objectives the Corporation will be free to 
buy, sell, export or barter abaca and grant loans to abaca 
planters guaranteed by a mortgage pledge. It has already 
been decided to proceed at once with the construction of 
centralized decortication factories and a rope factory. It 
is intended to take the control over abaca distribution and 
pricing out of the hands of London and New York and 
wield the Philippine monopoly of abaca in the interests of 
producers. 


INDUSTRY & COMMERCE 


Industrial Production rising 


The Central Bank’s index of industrial production for 
the first half of 1955 records a 7.5 per cent increase in 
volume of goods produced over the equivalent period last 
year. There were decreases in the categories of beverages, 
textiles, paper products, furniture and fixtures, and stone, 
clay, cement and glass products. 


Index of Physical Volume of Manufacturing Production 
(1962 = 100) 


January to June 


1954 1955 % change 
Manufactures ~ .i.c. tee ec s 124.5 133.8 + 7.6 
Non-darables nc accesso 118.6 123.3 + 4.0 
Processed foods .......... 106.8 113.9 + 6.6 
IBGVGTAR CS a Maratea sr opatcctiie icles 111.7 98.8 — 11.6 
Tobacco products ........ 145.1 153.2 + 6.6 
Mextiles: Bape scien eres rw 87.0 78.1 — 10.3 
Footwear & apparel ...... 117.1 132.8 + 13.4 
Paper products .......... 186.7 173.2 — 7.2 
Rubber products ........ 96.1 105.5 + 9.8 
Chemicals 9 1552563 steele cose 116.8 131.3 + 12.4 
Durables <i. scitisie y ierciel kel aveasi= 138.1 157.9 + 14.3 
Wood & Cork manufactures 

except furniture RE 188.0 261.5 + 39.0 
Furniture & fixtures 100.8 719.4 — 21.2 

Stone, clay, cement and 
glass products ...... 108.5 89.3 — 17.7 

Metal products, except 
machinery ©" .2.3--0-.- 158.6 204.6 + 29.0 
Electrical appliances Lnete 103.4 139.6 + 35.0 


Expansion of textile industry 


As mentioned in our last Economic Review the Roxas 
Kalaw Textile Mills Company, a subsidiary of the Madison 
Silkk Manufacturing Company of New Jersey; is about to 
open a P1 million textile plant. Laperal & Sons, Inc. have 
now announced plans for a P5 million textile factory in 
Manila; they are already studying American machinery for 
the purpose. 

But interest is now chiefly concentrated on the develop- 
ment of ramie, which is said to be superior to cotton both 
in the output of fibre per hectare and in the life of plants. 
President Magsaysay has approved direcf government in- 
vestment in ramie textile mills to aid the young industry, 
and the first P10 million mill is te be built soon. 


105 


International Harvester to expand 


; The International Harvester Company of the Philip- 
pines is about to launch a P2 million expansion programme. 
Two new plants are to be built, which will enable the com- 
pany to step up production from the assembly of seven 
trucks to ten trucks a day. The company also manufactures 
refrigerators and plans to make an increasing use of Philip- 
pine material in the future. 


Atomic power plant under study 


The General Publie Utilities Corporation, of which the 
Manila Electric Co. is a subsidiary, is to study the feasibility 
of constructing an atomic power plant for use in the Philip- 
pines. It has already received an access permit to classified 
information by the U.S. Atomic Energy Commission, under 
a cooperation agreement between the Philippines and the 
U.S.A. relating to research reactors. 


Future tyre production in the Philippines 


The P8 million tyre and inner tube factory, which as 
mentioned in the last review is being built in Manila by the. 
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THE JAPANESE CAMERA INDUSTRY 


Nowadays the camera mania is increasing among the 
Japanese. This wide popularity is due mainly to the post- 
war advance of domestic cameras, namely, the development 
and promotion of the camera industry. Camera manufac- 
turing is largely a postwar development. In prewar years, 
Japanese cameras were overwhelmed by German counter- 
parts and their export was out of the question. Why has 
the Japanese camera industry made such a phenomenal pro- 
gress in postwar years? Several researches in optical wea- 
pon especially aero-cameras made during the war, and their 
splendid showing, which paved the way for postwar im- 
proved technique, have contributed to a great extent to the 
recent expansion of the industry. It can well be understood, 
therefore, why most optical instrument makers switched over 
to the manufacture of cameras immediately after the War’s 
end. 

Long strides were taken by this industry in both quality 
and quantity. However, the “Camera Boom,” thanks to the 
short supply, is over. As a result, camera makers are parti- 
cipating in cutthroat competition for cost reduction and 
new models. 


PRODUCTION AND EXPORTS 


Production 


Estimates of the number of camera makers in Japan 
range from 70 to 80. Of these, 47 firms including 7 shutter 
or lens makers are members of the Japan Camera Industry 
Association as of the end of 1954. The outsiders are rough- 
ly estimated at 30. There are approximately 40 to 50 


Goodrich International Company with the aid of the US. 
Exim Bank, is expected to begin production by the end of 
1956. Its annual output will be 30,150 automobile tyres, 
114,400 truck tyres and 108,455 inner tubes and will cover 
about 50 per cent of the needs of the Philippines. 


New pharmaceutical drugs factory to be bu lt 


The American Winthrop Stearns Co., subsidiary of the 
Sterling Drug Co., is planning the construction of a plant in 
the Philippines which will be able to supply the whole South- 
East Asian market with drugs against malaria, sleeping 
sickness and other tropical diseases, as well as with anesthe- 
tics, analgesics, germicides and vitamins. Raw chemicals, 
which will continue to be imported at first, are eventually 
to be made in the Philippines as well. 


P4 million building block factory to be built 


The. Ytong International Corporation of Stockholm and 
the Philippine Match Company are to cooperate in building 
a P4 million factory in Manila for the manufacture of build- 
ing blocks from local raw materials. 


POLITICAL DEVELOPMENTS 


Nacionalistas win off-year elections: In elections held at 
the beginning of November, the pro-American Nacionalista 
party’ won 33 out of 52 provincial governorships and 7 out 
of 9 contested Senate seats. This is a warm endorsement 
by the Philippine electorate gf President Magsaysay’s policies, 
sae chances of being re-elected in 1957 are now decidedly 
good. 


establishments registered with Machinery Statistics Section, 
Ministry of International Trade and Industry, though there 
are some variations in the monthly number and, in addition, 
at least about 30 establishments of very small size who have 
failed to submit reports. _Therefore, it would be nearer to 
the truth to estimate the number of camera makers between 
70 and 80. 

Camera production figures for the early years after 
the war’s end are not available, because it was not until 
1949 that the Ministry of International Trade and Industry 
tcok production statistics. A survey made by the same 
Ministry shows, as listed in Table 1, that the production 
has steadily been rising yearly. 


Table 1 
Production of Camera 
(In units) 

Type 
Year Hand Miniature Total 
1949 — — 305,181 
1950 117,481 73,280 190,761 
1951 218,840 30,047 243,887 
USGS cSAiiee nosis leita 357,918 43,440 401,358 
VOUS "tikes aibsorosiebey arrone 663,484 33,169 696,653 
L9G AD slaiape tee rane oeere 949,195 31,894 981,089 


1953 and 1954 registered 85.3 per cent and 43 per cent 
increase over the previous year respectively, with the ex- 
ception of a relatively increased output of miniature cameras 
in 1949, which totaled 300,000 units. The annual output is 
close te the level of one million mark. The monthly average 
output also has been on a steady increase; 33,000 units in 
1952, 58,000 units in 1953 and 81,000 units in 1954. Im- 
portance must be attached to the fact that per month output 
of cameras, which are subject to the users’ tastes, gained the 
80,000 mark, in contrast with that of widely popularized 
durable consumer goods such as wrist-watch, radio and house- 
hold sewing machine—their monthly output is 16,000 units, 
12,000 units and 11,000 units in the order mentioned above. 
However, it was not until quite recently that their output 
surpassed one million units mark, that is, sewing machine 
and wrist-watch in 1952, and radio in 1953 respectively. 


As regards the development of camera output by types, 
reports submitted by the Japan Camera Industry Association 
are relied upon. The number of the surveyed establishments 
ranging from 22 to 24 by the Association is about a half the 
number of those surveyed by the Ministry of International 
Trade and Industry, but it covers almost all the big makers. 
The Association survey gives a good picture of the camera 
output situation. Production, domestic sales and exports of 
cameras by categories are shown in Annex Table 1. The 
classification breaks the list down to five types, namely 35 
mm camera with focal-plane shutter, 35 mm camera with 
lens-shutter, twin-lens reflect camera, semi-six camera with 
coupled rangefinder and semi-Ssix cameras without coupled 
rangefinder. Besides these, there are two items of midget 
camera and interchangeable lens. These have not been in- 
cluded in the survey. 


The following Annex Table 1, indicates the production 
percentage by types of cameras. 


P Semi-six 
ree < Eye lens with without 
m mm reflex range- range- § 

(F) (L) Subtotal finder andes ag 
1951 10.7% 11.6% 22.8% 36.1% 5.6% 36.0 
1952 11.5 sigtt 20.6 40.7 fae eee” an 
1953 11.8 13.3 25.1 40.9, 5.2 28.7 34.0 
1964 10.5 25.6 36.1 54.6 6.3 22.9 29.2 
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As shown in the table above, semi-six, so-called spring 
type camera (or folding camera) headed the production list 
in 1951, while twin-lens reflex stood first for two consecu- 
tive years of 1952 and 1953, and 35 mm was at the top in 
1954. This was an index of the changes in fashion. Twin- 
lens reflex had a great vogue for the year 1952 through 
the first half of 1953, but since then 35 mm has come to 
the fore. 


The upward surge of production has been uninterrupted, 
though its annual figures showed some changes by types. 
In this connection, there is still a potentially strong demand 
for twin-lens reflex and folding cameras, both of which are 
still commanding a steady good sale on the home market. 
In 1954, the 35 mm camera (L) enjoyed 2.6 times as much 
output volume and twice the domestic sales, of the previous 
year respectively. In absolute value, 35 mm camera was 
only sold domestically less than half of twin-lens reflex sales, 
however. Furthermore, this year a bitter sales competition 
for novel design of modest or middle class 35 mm is expected 
to develop among makers. But it is questionable whether 35 
mm could stand up against such formidable rivals as twin- 
lens reflex and folding cameras, for the latter have the ad- 
vantage that they afford a greater enjoyment by means of 
contact, while the former is expensive on account of enlarge- 
ments. It may be expected that twin-lens reflex and spring 
cameras will again catch the public fancy. 


Exports 


Table 2 
Export Ratio against Production 


(In millions of yen) 


Production Exports Export ratio 
CY RS See, 2, aan 88.8 3.3 3.1% 
AOSSig Beas tentesech. eee 359.4 175.6 48.8 
TY CRE Mee erace nese ee ame 911.7 785.2 86.1 
HL) Bulag ee ectonn seen Sone 1,212.3 831.7 68.6 
LOTS Wes se a aN Se 2,957.1 1,596.2 53.9 
TOO iscseauin Aan enesnane 4,684.6 2,087.5 44.6 
LORS. a, Mee fom. cen 7,347.8 2,004.6 27.38 
OB eM state ey veepsresnctiros Roar: 9,371.9 2,156.7 23.0 
As listed in Table 2, export ratio against production 


has taken a downward turn to the level of less than 30 per 
cent, namely 27.3 per cent for 1953 and 23.0 per cent for 
1954, with a peak of 86.1 per cent for 1949. when the in- 
dustry enjoyed an export boom in the field of miniature 
camera. But this is one exception. Sales, in absolute 
value, appear to have become top-heavy since 1952. Camera 
makers, then, must take proper measures to tide over the 
difficulties arising from a slump in the export trade. But 
the export decrease was covered by an increase in domestic 
demand. 

Although there are some variations in the annual com- 
position of exports by types, 35 mm camera has led in recent 
years, followed by twin-lens reflex and spring cameras in 
both value and quantity. Moreover 35 mm camera repre- 
sented 80.2 per cent in value and 63.4 per cent in volume, 
of the 1954 total export. Above all, high quality cameras 
with focal-plane shutter proved to be the best earner of 
foreign currency, accounting for 59.5 per cent of the total 
value in 1954. The export of 35 mm cameras (L) last year 
was thrice as much as the export volume of the previous 
year, while spring cameras decreased conspicuously. 

As can be seen from Table 8, export ratio against pro- 
duction by categories has been on a steady decline, though 
in 1954 twin-lens reflex appreciably increased. There is an 
evidence that the gain in production is mostly responsible 
for the increase in domestic demand. 


With regard to the camera export, much is being dis- 
cussed about the fact that sales to the Japan Central Ex- 
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change (JCE)—former Central Purchasing Office (CPO)— 
take a large part of the total export. Therefore, it is 
always necessary to see the trend of export by classifying 
it into two categories; the JCE and net export. 


Table 3 
Ratio of Export to Production by Type 


Type 1951 1952 1953 1954 
SOMMER) Es Sores ra tga naor wae eee 719.3 64.1 43.2 38.5 
(62.9) (44.0) (60.4) (70.0) 
SO. MIA CED) ears cscre sthacess/aitcapiots eee 68.2 41.7 26.6 33.6 
(84.5) (73.7) (76.3) (92.9) 
Twin-lens: reflex  <iicdnsecneccs 26.9 19.0 ll 13.0 
(34.0) (34.5) (34.5) (40.2) 
Semi-six (with coupled rangefinder) 39.9 35.1 10.1 2.5 
the (62.5) (60.0) (28.6) Se 
Semi-six 

(without coupled rangefinder) .. 50.0 40.7 20.5 11.5 
(66.5) (81.1) (72.5) (80.7) 

Note: Figures in parentheses denote the ratio of JCE purchases 


to the total export volume. 


The percentages of JCE’s purchases in the total export 
are as follows: 


(In millions of yen) 


Total Export(A) JCE (CPO)(B) Net export B/A 
NOG. 7 sxe seein 1,596 1,078 518 67.5% 
1952 2,087 1,165 $32 55.3 
1953 2,004 1,097 907 54.7 
1954 2,156 1,457 699 67.5 


As tabulated in the table mentioned above, annual sales 
to JCE for the year 1951 through 1954 approximately 
amounted to 1.1 billion yen, accounting for 55.3 per cent in 
1952 and for 54.7 per cent in 1953, of the total export, 
respectively, having catapulted in 1954 to 67.5 per cent. It 
means that the more sales there are to JCE, the less the 
net export. The export to JCE is, in a sense, a “privileged 
export”, for its purchases from Japan exclusively for the 
U.S. military personnel and their dependents’ use are free 
from import duty and articles tax on the US. side. But 
on the one hand, the marked decrease in the number of US. 
garrison forces, coupled with less personnel shifts among 
them since the Korean truce, threatens to bring about a de- 
crease in demand for cameras. There has been an inroad 
of German makes into the JCE market on the other hand. 
It is hardly possible to paint a rosy picture about the future 
in these circumstances. 


The ratio of JCE’s purchases against the total export 
by classes is indicated by figures in parentheses in Table 3. 
According to the ratio, 35 mm and spring type cameras heavily 
depend on JCE buying. Especially 35 mm cameras (L) 
represented over 90 per cent of the total export in 1954, 
while the shipment abroad is very few, far behind the 5,000 
mark. 


The major destinations are the United States, Latin 
American Republics, Okinawa, Korea, Formosa and Hong- 
kong. However, even the United States, the best customer, 
took only 6.9 per cent in 1952, 8.7 per cent in 1953 and 
6.6 per cent in 1954, of Japan’s total export value respec- 
tively, except in the year 1951 when she imported 13 per 
cent. Thus, the absolute value showed an annual decrease. 
Shipments to other main destinations also dropped off sharply, 
Latin American Republics, the second client, having ordered 
only 3.8 per cent of the 1954 total export. Next to the 
United States market, there is a good chance of more ex- 
ports to Asia. including Okinawa, Formosa and Korea. To 
date, all the annual shipments to these countries combined 
registered less than 10° per cent of the total export. There- 
fore, the further promotion of camera sales to Asia is im- 
portant. 
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Table 4 
Exports of Camera by Major Destinations 
(In million yen) 
ear 
Destination 1951 1952 1953 1954 

JOH" (CRO)) W Feeder a 1,078.0 1,154.9 1,097.6 1,457.3 
U.S.A. Feces Sy aor ON PEI DAO 207.3 143.8 1797.1 143.4 
Latin American Republics .....- gos 111.6 13.5 83 9 
OUTER  issascs srs ettahe sie es. oleae oi 7.6 67.8 45.4 6.4 
Koren Scicjsspuiemicctan malureinsasels 0.1 0.8 39.0 18.2 
Bormosd. wouter st haus ae x 32.3 42.7 26.8 3,9 
Honekong) 0 nae: svkecmbemtenisnO mas 11.6 ICY) S8u2 87.8 
LOapibrehech weno mipatns costo eG 3.4 6.9 25.0 3.6 
Canady Witaateaieatwete sta tiveletess's, he 15.1 Hie) 16.8 11.5 
SaslaNal | / aetsrsies acta erare wine ns 23.3 8.6 12.6 6.1 
Malaya acates 32.2 Baise 6.1 ee) 
Others’ sey. 79.0 501.4 449.5 374.6 
Hiatt Vl NEA nome sto wate peer yu Lo0G2 2,087.5 2,004.6 2.156.6 


PRODUCTION KNOW-HOW 


Broadly speaking, the modern camera has to possess 
the following properties. (i) Automatic focusing; (ii) auto- 
matic film winding with synchronized shutter set; (iii) coated 
lens; (iv) synchro-built-in and the like. Almost all Japan2se 
medium-quality cameras, not to speak of top-quality ones, 
possess these qualities. With regard to (i) and Gi), few 
medium class cameras lack thes2 capacities. If the industry 
is taken as a whole, inexpensive or medium class cameras 
constitute an industry in which production know-how is 
somewhat backward compared with the high-level technique 
in making top-quality articles. 

In what follows, each part of camera will be compared 

in terms of capacities. 
Lens-making is the most exact and advanced field 
of the camera industry in Japan. It has become directly 
competitive with German makes. So far as brightness is 
concerned, Zunow F1.1 and Fujinon F1.2 lenses, as well as 
Nikkor F1.4 and Canon F1.5 are each brighter than those 
of German made Sonner F1.5, Summarit F1.5, Sumitar F2.0 
and Nokton F1.5. If, however, other elements of lenses are 
not taken into account, the comparison by F-value alone 
would be unjustified. Lenses for popular use are said to 
be rather inferior to the expensive ones. Generally speak- 
ing, lens designing has the characteristics of the handicraft 
industry. Japanese engineering skill in camera making at- 
tained this international standard largely owing to their 
dexterity. 


Shutter: Though both typical lens-shutters, such as 
Seikosha and Copal, and focal-plane shutters, such as Canon 
and Nikon, are approaching the level of their German 
counterparts, few lens-shutters, on the whole, compare un- 
favorably with those of Synchro-bar and Synchro-prontar. 
However, they will soon vie with German shutters because 
the pending M.X contact point is expected to be attached 
to them. The announcement of new models by Synchro- 
bar and Synchro-prontar calls for on the part of Japanese 
makers to keep pace with the Germans. 


Body: One thing in the Japanese camera industry 
which is lagging considerably is the body, owing to the 
underdevelopinent of its related die-cast and metal material 
industries. Essentially their type and structure are no more 
than an imitation. Though it is common to both lens and 
shutter, this can be said particularly of the body. Indeed, 
parts of Japanese cameras are not so inferior in quality 
separately, but it seems their working leaves something to 
be desired when assembled as an end-product. This fault 
is attributable to the construction of the body. As for the 
durability of the body, one cannot draw a parallel between 
Japanese and German cameras, because it is not so long since 
top makers made a fresh start. 


Lens: 
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OUTLOOK 


Production Scale: The present rate of production of 
cameras in Japan is 80,000 units a month, according to the 
Ministry of International Trade and Industry, and 70,000 
units, according to the Japan Camera Industry Association. 
Among the public, there is talk of overproduction. Last 
year, competition by lowering prices developed even among 
the more reputed makers. Some firms went bankrupt. This 
gives rise to the question whether production to such an 
extent can be justified. 


As for the end of October last year, the total number 
of cameras in the possession of the Japanese was estimated 
at 2,520,000 units, or one in every 7 households. (Ministry 
of International Trade and Industry survey). Although this 
is much smaller than the 30,000,000 units registered in the 
United States, which. means one in every household, still 
one in every 7 households or one for every 35 persons is a 
high rate of possession, especially as people are highly con- 
centrated in cities and thus the rate in cities would be several 
times higher. Let us suppose that the rate of one in 7 
houscholds is to be raised to one in 3.5 households over a 
period of 10 years. We shall ignore the fact that house- 
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holds will grow in the 
get will then be: 
17,800,000). 


interval. The estimates we will 
(Present estimated number of households: 


No. of cameras at end of 10-year period .. 17,800,000 households divided by 
3.5 households equals 5,085,000 
units 

5,085,000 minus 2,520,000 equals 
2,566,000 units 
2,565,000 divided by 
256,000 units, 


Total of new demand 


Demand for one year 3... .....0.6.cc0eee 


10 equals 
say, 260,000 units 


It seems from this that there is likely to be a new 
demand for 260,000 units. 


If we further consider the life of a camera at aiound 
10 years, we may estimate a yearly increase in demand of 
around 250,000 units. We may thus expect domestic de- 
mand of more than 500,000 a year, comprising both new 
demand and replacing the old. The actual increase will no 
doubt be larger since we have left out of account the natural 
increase of families. If the goal is to be achieved within 
5 years, Japan may enjoy demand up to around 800,000 
units. 


The domestic demand for 1954 was 600,000 units, which 
is midway between the tentative estimates given. There- 
fore, the extent to which more cameras will be sold seems to 
have reached a limit. Naturally, in the process of a turn- 
over in demand, petential demand may become actual demand 
through lowered price and the like. We must also consider 
the factor of consumption boom between 1953 and 1954. 
At the same time, the spread of cameras is rather quick 
ard we may regard it to have reached its peak. Thus, so 
far as domestic demand is concerned, it would be safe to 
say that the scale of justifiable production has about struck 
ceiling, so that an increase or decrease in the export trade 
will be the determining factor for future production. 


As a consequence, there is cut-throat competition to 
meet a new demand that is already low by means of new 
designs and lowered price, so that company operation may 
be regarded as getting strained. Some camera makers are 
risking their very existence on the carrying out of new lines 
of endeavour by. announcing new designs, lowering of priccs, 
renewing of machine tools, amortization of equipment and 
compensations to shops and agencies. They must switch 
over to new types of cameras because of the changing 
fashions and this year the competition in 35 mm cameras 
will become the Waterloo for many a camera maker. Ex- 
perimental manufacturing of new types must also be under- 
taken. Even the first-class producers must constantly be on 
their toes. 

Owing to the series of price cuts and announcement of 
new models, even the top camera makers have been brought 
to a state of business where there is not much margin and 
in order to maintain the bottom position of 20 per cent retail 
and 10 per cent wholesale rates they must lower production 
costs. Since in this way the first-class camera makers who 
‘can mass-produce are in such difficulties, it is only natural 
that cottage assemblers whose scale of business is so small 
should gradually disappear owing to poor business. This 
year readjustment of the industry is expected to continue 
at an accelerated tempo, with the result that production 
will be concentrated more and more in the hands of the 
big enterprises. If, in this process, the products become 
standardized and improved, it may be considered to be for 
the best in the long run. 

Imports in 1952 numbered 3,842 units, amounting to 
Y113,000,000; in 1953, 6,979 units, Y154,000,000; and in 
1954, 1,529 units, Y58,000,000, which are not very consider- 
able figures. On the other hand, the attraction for German 
Cameras, is quite noticeable and their second-hand articles 
cannot be ignered as a source of competition. 
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Production Systems: The excessive number of varieties 
and trifling amounts of production for each type of camera 
are giving rise to high costs of production. This calls for 
efforts to adjust and unify products so that the production 
cost for each type or each specification of article would be 
lowered. It is desirable for this purpose to decide on the 
speciality of each firm which should form the basic business 
of that firm. There is, to be sure, a school of thought that 
considers it better to produce a number of varieties because 
cameras are subject to the users’ tastes. This is a question 
that cannot be decided immediately. On the whole, manu- 
facturers of high quality cameras are emphasizing on 
specialities while small business is producing many varieties. 
Recently, many manufacturers have turned to making the 
fashionable 35 mm while producing their own representative 
articles. 

50 per cent of the camera business has come to be 
operated on the basis of the assembling system, making use 
of parts turned out by speciality manufacturers. It seems 
advisable to increase precision in this process and to lower 
cost by boosting efficiency. Owing to the fact that cameras 
depend much on the users’ tastes, the assembling system 
in this field has not progressed as much as in that sewing 
machine, which do nov depend so much on individual buyers’ 
.astes. In the case of sewing machines, there is a standard 
of article for household use called HA-1 and they are graded 
according to that standard, Simple parts can be assembled 
to make complete machines. In the field of cameras, there 
is no such standard and consequently no such grading. In 
this respect, the production of cameras cannot be systema- 
tized in the same way as sewing machines. 


Thus, the extent to which the assembling system can 
be applied to the camera industry will for the time being be 
limited to the buying of lenses and shutters. In regard to 
other parts, assemblers would have to depend on special sub- 
contracts. This means that even manufacturers who order 
much of their parts from outside would have to burden 
themselves with the building up of sub-contractors, spending 
on them as much as on their own factories The problem 
of emphasis on parts supplied from outside or parts self- 
supplied is an interesting question. It is one of equipment 
funds, stability of management, precision of product through 
use of parts ordered from outside and other factors. The 
dependence on lenses and shutters made by other firms may 
probably increase hereafter. 


It is a common problem of industry in Japan that equip- 
ment and machinery are over-aged and worn out. In March 
1952, 67 per cent of the machine tools at the optical fac- 
tories were 10-15 years old and were already unfit for work 
that required such precision. First-class makers since then 
purchased up-to-date machinery and have been trying- to 
increase efficiency but subcontract shops have been unable 
to keep up with this trend. Thus if the industry is taken 
as a whole the state of aged machinery cannot be said to 
have been much remedied. 


Exports: The percentage of export is decreasing yearly 
and the amount of export itself has struck ceiling, and there 
is excess dependence on JCE and little resilience in the 
trade. 


The decrease in the proportion of exports to production 
has been due partly to an increase in production accom- 
panying an increase in domestic demand. On the other 
hand, the absolute amount of export, too, has begun de- 
creasing after striking ceiling and the home market is ap- 
proaching a state of saturation. This situation calls for re- 
newed effort to increase the export trade. 


On foreign markets, aside from such expensive articles 
as Canon and Nikon, medium-class and cheap cameras cannot 
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JAPANESE RAW SILK EXPORT 


The advent of rayon and acetate fibre compelled silk 
to wane in the field of textiles; the emergence of nylon forced 
it out of the line of women’s stockings; and recently, its 
sphere is being gradually eroded by the Striking develop- 
ment of synthetic fibres. Them what is the future of silk? 
Has “Japanese Silk” been forgotten behind the advance of 
new fibres? 

The fact that silk has always stood at the zenith of 
fashion has not changed today. In a public opinion poll 
conducted by the United States Commercial Corporation 
(U.S.C.C.) after the war, 75 per cent of 33,000 American 
women questioned replied that “they want to buy silk goods.” 
American sales organizations advertise rayon textiles under 
the catch phrase, “Silk-like Fabric.” These facts bespeak 
the admiration for silk harboured by most people. 

The postwar export of raw silk and silk fabrics has 
been at a very low ebb. With 1950 as the peak year, it has 
meandered along a fluctuating path. Raw silk has markedly 
lowered its position as a leading export industry, the pro- 
portion between domestic demand and export being different 
from that of the prewar days. 

Viewing the situation in the United States, the greatest 
consumer of silk both prewar and postwar, raw silk was 
used considerably at the beginning for fabrics, but became 
more favoured for stockings rather than for fabrics from 
1935 downward, a considerably large volume being exported 
for this purpose. But with the rapid advance of nylon during 
World War II, raw silk relinquished the field of women’s 


vie with German ones whether in quality, precision or price, 
unless 20 or 30 per cent price-cuts are made. If only articles 
of good quality coupled with reasonable price are sent, they 
are bound to Sell. 


Remedial Measures: Measures suggested by the Indus- 
trial Rationalization Council may be summarized as follows :—— 
‘i, Ex- 
Building up of 


(a) Rationalization of various domestic factors. 
pediting of modernization of equipment. ii. 
enterprising and operating capacities. ili. Expansion of 
domestic market. Reduction of the articles tax, lowering of 
prices of photographic materials and other steps to actualize 
potential demand so as to expand the domestic market and 
give stability to the business. iv. Improvement of know-how. 
Encouragement of experimental manufacture, of studies in 
foreign cameras and rationalization of related industries, 
especially of the diecast industry. 

(b) Measures in relation to foreign countries. i. Mea- 
sures to promote the export trade. Expansion of system of 
export duty exemptions, loans from the Export-Import Bank, 
setting up of overseas service agencies and subsidies to in- 
spection facilities. ii, Increase in JCE’ deliveries. For the 
time being JCE is a big market and cannot be slighted. It 
is hoped that certain checks would be imposed on German 
makes and procedures for deliveries with tax exemption are 
desired. This is because there is unfair discrimination against 
Japanese articles as compared with foreign articles in 
respect of tax exemption procedures. Of course, measures 
must be considered beforehand against the time that JCE 
demand is gone. iii. Survey and analysis of overseas mar- 
kets. Both the Ministry of International Trade and Industry 
and the Japan Camera Industry Association have no survey 
data on overseas markets. The rise of competitive capacity 
of foreign firms must be scientifically traced and analysed 
and their sales situation accurately reported. 


hosiery to nylon and reappeared in the American market as 
high grade clothing material. The volume of export cannot 
possibly approach that of the prewar days when raw silk 
monopolized the market for women’s stockings, but it is still 
fancied because of its superior characteristics. Changes in 
the fibre consumption pattern can be also observed in other 
markets. 


Production, Supply & Demand of Japanese Raw Silk & Silk Fabrics 
Unit: Raw Silk—Bale (132 Ibs.), Silk Fabrics—1,000 sq. yds. 


Year Raw Silk Silk Fabrics 
Domestic 
Production Export Transaction Production Bxport 
. ‘Yotal 

1934-36 Av. 729,464 522,401 217,135 = ae 
1950 176,993 94,621 132,792 112,358 59,371 
lydl 215,268 68,378 144,833 138,566 40,3353 
1952 266,687 70,185 191,976 172,833 31,266 
1953 260,721 64,422 187,987 147,668 17,067 
1954 257,915 75,986 179,790 161,039 25,988 
1955 (Jan.- 

June) 112,445 30,718 85,927 91,369 13,153 


That the price of Japanese raw silk is relatively high 
compared to other fibres 1s a complaint frequently heard in 
postwar years. But this fact does not seem to be a great 
obstacle to export when consideration is given to the nu- 
merous distinct features of silk goods and to the fact that 
they are fancied for high grade dresses and night gowns 
rather than for ordinary home-wear. Before the war, raw 
silk always sold well in spite of the fiuctuations in prices 
because it was monopolized for the manufacture or stockings. 
At present, there always exists the fear that other fibres 
will be substituted if prices climb because it is utilized for 
fabrics, especially for mixed-weave with rayon and acetate. 
American weavers uSing silk are those who have depended 
on rayon for the past 30 years and its prices remaining quite 
stable, they detest their raw material procuring process to 
have speculative characteristics. Consequently, the violent 
fluctuation of raw silk prices is the greatest factor obstructing 
the expansion of silk export. 


There is a considerable number of people in the United 
States who wish to buy and are capable of buying silk fabrics 
but the following things are necessary in order to have. 
these people actually purchase silk fabrics: Advertisements 
and displays should be carried out; many kinds of dresses 
in line with latest fashion be placed on sale at places con- 
venient to the purchasers. Powerful advertisement cam- 
paigns are needed to promote the consumption of silk among 
the younger generation. In the postwar years this step has 
been slow in coming. 

Communist China’s raw silk is a strong competitor of 
the Japanese counterpart in the international market. They 
have grown rapidly in quantity in recent years, being ex- 
ported in considerable volume to Western Europe and the 
Soviet bloc, though qualitatively it is very poor compared 
to the Japanese product. Anxiety exists over the large-scale 
effect which China raw silk will exert upon Japanese silk 
export if Peking initiates bold export-propelling measures. 


Price Movements 


The fluctuation index of Japanese raw silk prices is very 
high compared to that of fibre prices overseas. The ups 
and downs of the Yokohama raw silk market for the past 
several years are as follows: The 1953 market soared due 
to uneasiness over possible shortage of cocoons as the result 
of the great damage in mulberry farms.: Furthermore, mea- 
sures adopted to control silk prices brought about the oppo- 
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THE SUMITOMO BANK 


Early History: The organization known as The Sumi- 
tomo Bank, Ltd., one of the “Big Six” banking institutions 
in Japan, was established as a private bank on November ik 
1895, by the late Baron Kichizaemon Sumitomo XV. _ Its 
origin, however, can be traced back some 350 years to the 
early 17th Century when the first Kichizazmon Sumitomo 
renounced his heritage as a knight to engage in commerce. 
This Kichizaemon I, born in Kyoto in 1585, the time of 
the Spanish Armada, set up a copper refinery near the city 
of his birth. There the Sumitomo family introduced to 
Japan a process of separating silver from copper ore which 
they had learned from a foreigner, 


The Sumitomos further ventured into trade with Hol- 
land and China as a licenced merchant dealing chiefly in 


site effect of stimulating speculation. This eventually 
resulted in the abnormally high price of Y272,000 per bale 
($5.80 converted to the base of F.O.B. per lb.) for the 20/22A 
category in February, 1954. Due to bearish anticipations 
such as the falling off of domestic demand as a result of the 
adoption of the deflation policy and increased cocoon pro- 
duction estimates for the 1954-55 silk year, price dropp2d in 
March, 1954, hitting the low of Y196,000 ($4.20) in June. 
Entering the year 1955, comparative stability was _ seen. 
Prices fluctuated between the low of Y199,000 ($4.28) for 
March and the high of Y221,000 ($4.72) for July. 


The following can be enumerated as reasons for the 
ups and downs of the raw silk market: (1) In prewar days, 
raw Silk was directly linked with the New York market sup- 
ported by stable American demand. The state of. affairs 
after the war. is rather that of foreign markets following 
the: fluctuations of the unstable Japanese domestic demand. 
(2) The cocoon (the raw material for raw silk) market is 
unstable. There exists the tendency to buy up all available 
supply when reduced production of cocoons is anticipated 
because the silk reeling facilities are in excess compared to 
cocoon production. 


In view of this, the Raw Silk Price Stabilization System 
Law was enforced in January, 1952. The system was backed 
by a fund. of Y3,000-million for stabilization of silk prices 
and promotion of export, and it was scheduled to deliver 
silk to the market when the silk quotations rise above the 
law-sct maximum price and to buy up from the market at 
prices falling below the law-set minimum. On the occasion 
of the upswing of the market from 1958 to the beginning 
of 1954, the initial objective of checking silk prices could 
not be attained because the system was inaugurated without 
any silk stocks on hand, and cocoon prices were left un- 
controlled. The following two points have recently been re- 
vised to correct the inadequacy of the law: (1) The Govern- 
ment is empowered in case of necessity to buy up raw silk 
even above the minimum price level. (2) Measures to pre- 
vent the fall of cocoon prices have been adopted. 


Though the position which the export of raw silk and 
silk fabrics at present holds in Japan’s balance of payments 
cannot be compared to that of former days, it amounts to 
$60-mill‘on annually, accounting for 4 per cent of the export 
total. Compared to other fibre industries, raw silk is deeply 
and widely linked with the livelihood of the people through 
such phases as silkworm egg cards, silkworm raising, reeling, 
weaving, circulation, etc, The effect of its prosperity or 
depress'on cannot be made light of. The promotion of raw 
silk export is an urgent problem of Japan. 


the copper export. As their business prospered, the Sumi- 
tomos took a interest in financing business. In 1670 wh2n 
Junin Ryogaye (Union of money exchangers) was establish- 
ed in Osaka, they were important members of the group, as 
became their influential position. In 1691, the Sumitomo 
Family acquired the copper mine in Besshi of Shikoku with 
yearly production of about 1,500 tons. 


The financing activities of the Sumitomos developed 
gradually with their offices in Osaka and Edo (now called 
Tokyo), granting their facilities pr'marily, of course, to the 
daimyo (feudal lords) and their retainers. With the Meiji 
Restoration of 1867 the House of Sumitomo faced a crisis, 
The Besshi Copper Mine, which had made large sal2s to the 
Shogunate, was confiscated by the feudal lord of Tosa who 
sided with the Imperial Court in the ensuing hostilities. 
Money advanced to the daimyo could not be collected. 
However, the Sumitomos retrieved control of the mine, upon 
which, deprived of the financial interests in which they had 
engaged for 200 years, they focused their energies. As the 
Besshi project lacked modern technique and was declin‘ng in 
production by traditional methods of mining, they invited 
foreign engineers. to assist in the development of their 
interests, in keeping with the progressive policy of the Meiji 
Government. As the Mine is in Shikoku, the copper pro- 
duced there had to be carried by boat to Honshu, and to 
avo'd employing services of other firms, Sumitomo set up 
their own shipping and warehousing services and gradually 
expanded by dealing in other commodities, such as tea and 
camphor. As an extension of their business, they made 
loans on collaterals, mainly rice in storage. As soon as the 
Sumitomos began the financing business. again, it flourished 
soon to rival other banking institutions then existing in 
Japan on account of the reputation they enjoyed. 

In the beginning of Meiji Era, Japan adopted the na- 
tional banking system but when new legislation was enacted 
to permit private banking in Japan, the Sumitomos organized 
the Sumitomo Bank with an initial capital of Yen one million, 
with Head Office in Osaka. 


Growth: As modern capitalism flourished in Japanese 
commerce and industry around 1900, finance became more 
important. Banks were established throughout the nation 
until there were more than 1,800 in all. In the 45 years 
between the turn of the century and 1945, however, the 
effects of four financial panics and two great wars forced 
mergers and bankruptcies which reduced the number to about 
60. Thus the history of commercial banking in 20th Century 
Japan is one of amalgamations and elmination. One in- 
stitution has enjoyed a continuity of growth without mer- 
gers—the Sumitomo Bank. Soon after this bank commenced 
business with 4 branches and 55 employees a financial panic 
occurred in 1901. The new bank, with its old Sum‘tomo re- 
putation and its new techniques weathered the storm and 
assumed the leadership in Osaka finance. In 1912 th2 bank 
was incorporated as a joint stock company with a capital 
of Y15,000,000 of which Y7,500,000 was paid up, and with 18 
offices and a large number of correspondents in Japan and 
abroad. Deposits and loans were respectively 61 and 20 
times the figures carried in the initial years of business. 
In 1916 it called in its unpaid capital and in 1917 it in- 
creased its authorized capital to Y30,000,000, and offered 
shares for public subscription. 

During the First World War Osaka expanded its in- 
dustry and commerce remarkably and came to occupy a pre- 
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dominant position in the economy of the country In this 
favorable climate the bank grew affluent. By 1918 it had 
a network of 28 domestic and 8 overseas branches with 1,354 
employees. By the close of 1920 it had called in unpaid 
capital three times and had expanded its capitalization to 
Y70,000,000. Severe economic conditions followed the First 
World War. The subsequent panic affected the war-inflated 
economy. Many commercial banks disappeared. The great 
earthquake of 1923 aggravated the situation Among the 
soundly managed institutions which remained intact, the so- 
called “Big Five,” of which the Sumitomo Bank was one, 
stood in the fore. This institution retrieved its earthquake 
losses in a single term. By 1929 it had the largest deposits 
of any bank in the country, and stood third in terms of 
loans. 


The Sumitomo Bank owes its record to conservatism and 
adoption of modern methods. It has harmonized worthwhile 
tradition with the spirit of changing times. Resilient 
management has adapted up-to-date techniques from abroad 
to current operations and problems. Progressive personnel 
management has opened the door to promising young em- 
ployees in contrast to the system of feudal apprenticeship 
prevalent in other concerns. Sound policy has endeavored to 
make loans on the basis of own funds without recourse to 
borrowing from the Bank of Japan. Byroad vision has de- 
veloped skill and experience in forcign exchange. While 
many banks adopted a unit banking system, Sumitomo set 
up a broad network of branches throughout the country as 
the foundation for its growth into one of the largest banks 
in Japan. 


The number of shareholders increased from 25 at the 
time of incorporation in 1912 to 4,500 at the end of the 
Second World War and stands at more than 20,000 at pre- 
sent. Thus the bank has developed from a closely con- 
trolled private enterprise into a public corporation dedicated 
to public welfare and the «levelopment of industry in ac- 
cordance with the tenets of the founder of the House of 
Sumitomo, a staunch Buddhist, who held that business must 
promote social progress. 


Foreign Exchange: When Commodore Perry opened the 
ports of Japan to overseas commerce in 1858, the people 
realized that future prosperity, indeed the very existence, 
depended on the development of foreign trade. It was neces- 
sary to set up not only a modern monetary system and a 
customs service but also a financial organization which could 
cope with foreign exchange. Japanese manufacturers and 
traders were so weak financially that they had to seek sup- 
port from foreign banks and foreign merchants who had 
set up offices in the Open Poits. It was obviously necessary 
to expand the banking system to encompass overseas com- 
merce, Sumitomo took the initiative among Japanese com- 
mercial banks in the field of foreign exchange. It inau- 
gurated this phase of its activities by handling the home 
remittances of Japanese in the United States, as it had a 
network of branches in the areas where Japanese had 
emigrated. Ag its exchange business expanded to embrace 
other kinds of overseas transactions, the bank made ar- 
rangements with banking correspondents abroad to meet the 
needs of its clientele. In 1903 negotiations were concluded 
with Lloyds Bank, London, and the London office of Deutsche 
Bank; the first commercial credit was issued by Sumitomo 
Bank in that year. This was followed by arrangements with 
Bishop National Bank of Hawaii, Honolulu, in 1904 and 
the International Banking Corporation, New York, affiliate 
of the National City Bank of New York, in 1905. Gradually, 
the bank expanded its facilities to handle transactions on 
a world-wide basis by extending its relationships to corres- 
pondents at other key points in the United States, Europe 
and Asia. 
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At the outbreak of the First World War, which gave 
ereat impetus to Japanese foreign trade, commercial banks 
in Japan had no overseas branch. Sumitomo assumed leader- 
ship by opening branches in San Francisco, Shanghai and 
Bombay and by organizing an affiliate, the Sumitomo Bank 
of Hawaii, in Honolulu in 1916, followed by a branch in 
Hankow in 1917, branches in Seattle and London and a 
New York Agency in 1918. Thus the bank achieved top- 
rank status among commercial banks in Japan in the field 
of foreign exchange. Sumitomo organized American affiliates 
in the state of Washington in 1920 and of California in 1925 
and organized American affiliates in the states of California 
and Washington, the Sumitomo Bank of California with Head 
Office in Sacramento and the Sumitomo Bank of Seattle which 
took over the business of the parent bank’s branch in Seattle. 
In 1924 Sumitomo set up a branch in Los Angeles and 
inaugurated shipboard banking, such as had already been 
established on Atlantic liners, with offices on the ships of the 
Nippon Yusen Kaisha Line. In 1934 it opened a representa- 
tive office in Dairen. 

At the outbreak of the Second World War all overseas 
Offices were closed except those at Shanghai and Dairen. Re- 
presentative offices opened in Peking in 1940 and in Hsinking 
(Changchun) and Mukden in 1942. For a period overseas 
trade was limited to South East Asia, completely under 
Government control. In due course Sumitomo was com- 
pelled to abandon all exchange transactions. 


Post-War Period: At the end of the War in August 1945, 
the national wealth of Japan was seriously depleted. Drastic 
measures adopted by the Government failed to curb the 
vicious inflation. Hence the Government cancelled its 
guarantees to banks covering war-time borrowings of war 
industries and by so doing succeeded in retarding the infla- 
tion and balancing the budget. Such measures imposed 
heavy losses on industrial and commercial concerns which 
were reflected in the position of the banks. In an effort to 
stabilize the banks, the authorities promulgated the Financial 
Institutions Reconstruction and Reorganizatiun Law. In ac- 
cordance with the provisions of this law, the Sumitomo Bank 
reevaluated its assets and liabilities. Im compliance with a 
special directive of the Occupation Forces, the institution 
changed its name to the Bank of Osaka, increasing its capital 
to Y1,140 million in October, 1948 The Sumitomo family 
and the Sumitomo holding company, which owned 32.5% of 
the shares of the principal Sumitomo interests, sold their 
holdings, including their interests in the bank, to the general 
public. 

For several years after the cessation of hostilities Japan 
faced a succession of serious economic difficulties, but in due 
course, thanks largely to aid from the United States, the dim 
light of stability loomed in the future. By 1949 the Govern- 
ment was pursuing with vigor the so-called Dodge Policy, 
with the objective of keeping the budget balanced and put- 
ting an end to inflation. While the outbreak of the Korean 
Incident in June 1950, caused a temporary financial boom, 
depression returned at the close of the hostilities. The de- 
flationary policies adopted since the autumn of 1953, how- 
ever, had a good effect. 

During the 10 years after the war the Sumitomo Bank’s 
volume of business increased remarkably. Deposits rose from 
¥10.6 billion to Y220.6 billion, loans from Y81 to Y182.5 
billion. After Japanese foreign trade reverted from a gov- 
ernment to a commercial status, the bank was designated 
an authorized foreign exchange bank. It proceeded to re- 
arrange throughout the world correspondent relationships 
with banks. In September 1952, it reestablished its agency 
in New York. In February, 1953, it organized its affiliate 
the Sumitomo Bank (California), with head office in San 
Francisco, a branch in Los Angeles and later a branch 
in Sacramento. In the same year it opened representative 
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A group of teachers of Hongkong University were in- 
vited to visit China towards the end of 1955 and Professor 
E. S. Kirby was one of the distinguished group. After his 
return to Hongkong, Prof. Kirby addressed a meeting of 
the Hongkong University Economics Society on his impres- 
sions of People’s China, and his speech was received with 
the greatest interest everywhere. The talk was given jointly 
for the United Nations Association of Hongkon® and as a 
Presidential address to the University’s Economic Society. 


Professor Kirby dealt first with academic and general 
aspects. He stressed that the recent trip had been one of 
invited individuals—in no sense a University delegation. They 
went as individuals, had individual reactions, and returned 
as individuals. The hosts had been the People’s Association 
for Cultural Relations with Foreign Countries. The nature 
of this organisation, its membership, constitution and func- 
tions, were not fully explained, but apparently its budget 
was furnished by the People’s Government of China. 


The hospitality extended was complete and extensive; 
in nothing were the administrators and organisers of the 
New China more truly Chinese than in their great, and really 
excessive, hospitality. The group was very well fed, lodged 
and attended. The budget and staff of the Cultural As- 
sociation must be extensive; Prof. Kirby estimated that this 
particular trip cost China about £5,000, and officials had 
informed him that about 3.000 other people had been on this 
sort of tour this year. It followed that the People’s Re- 
public had laid out in 1955 about £750,000, or HK$12,000.- 
000, on this type of propaganda activity alone. 

Prof. Kirby said he had lost a small amount of sleep 
(as a conscientious economist) wondering what they ex- 
pected to get out of it in return. As far as he personally 
was concerned, he was unable to make much return. To 
convert so “hard boiled an old Ego” as himself to Com- 
munism, they would “have to put up a very much better 
show”, not in personal entertainment but in the general 
social and economic field. He was, he considered, the type 
of person of whom it might be said that the way to his 


offices in London and Karachi. The bank resumed its tradi- 
tional title, the Sumitomo Bank, on December 1, 1952, and 
increased its paid-up capital to Y2,280 million in April 1953. 

The economic situation in Japan is vastly different from 
the days prior to 1941. Commercial banks play a more 
important role than before the War. They now supply 50% 
of the funds required by industry, compared with 20% be- 
fore the war. The Sumitomo Bank now maintains 17.7% 
of total deposits and 7.6% of total loans of commercial banks 
in Japan. While its foreign exchange business has not 
reached the pre-war level, it holds a leading position in this 
field. The Anti-Monopoly Law and shortage of funds have 
retarded the securities business of Japanese banks but invest- 
ments in securities and industrial debentures are on the 
increase. Sumitomo extends its services with the expansion 
of business and trade. 


The Sumitomo Bank, by virtue of the large number of 
its shareholders, is no longer an integral part of the Sumi- 
tomo group of enterprises, as was the case before the Second 
World War, but it maintains a close relationship with other 
Sumitomo companies through intangible bonds of affinity with 
firms which have derived from the same ancestry and which 
share a common spirit and the traditions of the House of 
Sumitomo. 
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heart lay through his brain, rather than his stomach. He 
had travelled very widely indeed in his lifetime, but rarely 
encountered so much simple-minded confidence. He might 
even call it naivete. Nevertheless directing circles in China 
could hardly believe, he supposed, that University teachers 
in Hongkong had particular influence either on Government 
or on public opinion. It seemed to him clear that the com- 
munity at large hesitated to allot them the same salaries as 
civil servants; nor did it rush to employ the University’s 
graduates, or to lavish endowments on it as an institution. 
Apparently what was immediately in prospect on the Chinese 
side was an intention to open the tourist trade, and show to 
a group of the “moderately respectable professional bour- 
geoisie” that China was a safe, interesting, reasonably com- 
fortable and convenient place to travel in, rather than an 
exchange of academic views. The sociability of the gesture 
was much appreciated, and he was glad to testify that the 
Chinese “Intourist’”’ service was good. 


* * * * 


Secondly, Prof. Kirby said, it was impressed upon the 
travellers very many times, that the Chinese people wanted 
friendliness with all nations and peoples; and above all 
peace, peace. 

it was useless to point out to them that this was quite 
a worldwide feeling, these days not least among the British. 
Their fixed belief was that such an outlook was safely esta- 
blished only in the Soviet Union and in the ‘other People’s 
Democracies.” When the travellers had visited a kinder- 
garten, they found the children had been trained to rush out 
and clasp their hands and say “p’i hsi.’ Adults would grasp 
their hands in both their own, and hold them for three 
minutes, murmuring “peace.” One didn't quite know what 
to do in reply. He would advise prospective travellers to 
China to write to Emily Post beforehand to ascertain a 
suitable etiquette. The characteristic British responses, such 
as “Oh rather. Not half. How right you are” seemed only 
weakly to meet the occasion. He would, however, convey 
this heartfelt message as widely as he could, and could ask 
his Chinese friends to believe that this sentiment was heartily 
reciprocate(| everywhere. 

It seemed boorish to comment on a certain circumstance, 
but as a great respecter of factual objectivity, Prof. Kirby 
said, he had not hesitated to do so during his travels: namely, 
that there were at the same time a very large number of 
soldiers about in China. In fact, he had rarely seen so large 
a number of soldiers anywhere. They were more frequent- 
ly seen than the most common of all the slogans: “Peace ten 
thousand years.” The next most common slogan was “We 
shall certainly liberate Taiwan.” 

Other untouchable (logmas were that the sole measure 
of progress was induStrialisation, and that the large scale— 
in industry or agriculture, or indeed in any kind of or- 
ganisation—is ipso facto more efficient and more productive, 
per unit of area, input or investment, than the small scale. 
To suggest otherwise was treated not merely as neretical 
or illogical, but as incomprehensible. Other absolute be- 
liefs were, of course, that there was nothing good or hope- 
ful in the China of the preceding regime, that everything 
had improved since the Liberation; that foreigners in China, 
especially Americans, had never done any good in that 
country, and had been actuated by low motives; that con- 
ditions in Taiwan were self-evidently worse than those on 
the Mainland. Any view or evidence to the contrary was 
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treated with some contempt, and usually with sheer incom- 
prehension. 

The danger of all this, Prof. Kirby thought, was that 
anti-foreign feeling and action could in effect be aroused at 
any time. The blame for shortcomings in the past, the 
Chinese were firmly and widely taught, was mainly with 
foreigners; China was depicted, for instance, as rich in re- 
sources and ripe for super-industrialisation, of which she had 
previously been deprived only by the wicked foreigners. 
Present difficulties were similarly blamed directly or indirect- 
ly on foreigners. If acute difficulties were to arise in future, 
an outlet might be found in action against foreign countries. 


* * * * 


It had been stated that all the questions of the HKU 
visitors had been answered. This was formally and quantita- 
tively true; answers had been given. Whether these answers 
were qualitatively satisfactory was another question. Speak- 
ing for himself. he had received many answers and much 
information; but for the most part replies had been super- 
ficial, and fundamental or indicative questions had been to 
some extent evaded. He would instance a visit to Peking 
University. It was there stated that, in the five year degree 
course, there were no written examinations, but only oral 
tests, in which all but one or two per cent of the students 
passed. To professional academicians, this raised grave 
doubts as to the standards involved, and he was the more 
anxious to obtain reassuring evidence. It was ascertained 
that at these oral examinations, candidates came individual- 
ly before a committee, and were handed a written list of 
“problems” which they answered verbally. Specimens of 
these problems were requested; but it was answered that 
they were not at the Univ:-rsity, being kept at the Ministry 
in Peking, to which application could be made. 

It was next requested that at any rate syllabuses, cur- 
ricula, or prospectuses might be seen. One answer to this 
was the same as before: that they were lodged at the Minis- 
try. Another was that they were in a certain file, and the 
man in charge was ont at the moment and had taken the 
key with him. Prof. Kirby had asked to meet some students 
and talk to them. But they had left the classrooms. Where 
were they then? Some might be in the hostels. On being 
shown the hostels from outside, he had suggested they go 
in and meet some students. Oh, the students would by then 
have gone to lunch. Walking further over the campus, he 
had suggested they might call in and see the students in 
the lunch rooms. Oh, by then the cars were waiting and 
it was time for Prof. Kirby to return to his hotel. At Wuhan 
University, later, it was not possible to talk to the students, 
as they had all been called to attend a “mass lecture.” Prof. 
Kirby remarked that by that time he had gained more than 
a faint impression that he was being “put off.” 

“Rather trite” answers had been given by officials to 
his more technical questions on the Five Year Plan, and on 
the more “inward” workings of the economy and policy, 
more and more so as his questions moved up towards the 
“S64 levels.” Prof. Kirby avowed that he did not expect 
them to give any of their secrets away to him, but he had 
hoped they might treat him as a worldly-wise economist, 
rather than an inexpert public. 

His conclusion was that this trip had not been intended, 
on the Peking side, as a means of quite that sort of con- 
tact. Prof. Kirby repeatedly stressed while in China, that 
all he was really interested in was finding facts; and had 
emphasised that the rest of the world would require more 
facts; more analytically presented than hitherto, before it 
could believe current Communist claims. He had mentioned, 
for instance, that he had working relations with certain 
economic offices of the United Nations Organisation, which 
had the task of reporting objectively on economic progress 
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in Mainland China, as in other countries, but were hampered 
in this by the lack of factual material. He widely canvassed 
a plea that the Peking authorities might make more informa- 
tion available to such public agencies, and to the educated 
public abroad. This, he pointed out, they might safely do, 
from their own point of view, because UN offices are ob- 
liged, by their own strict rules, to use and quote only gov- 
ernmental data and sources, in such reports. There had been 
no immediate response, but he hoped the idea m‘ght even- 
tually sink in. Of course, no individual, at the levels he 
moved in, could speak on such a question; even the smallest 
decisions had apparently to be referred to someone else. 


* * * * 


It had been suggested to Prof. Kirby that he help to 
induce Chinese scholars overseas to return to China. He 
would be glad to advise any one who felt so inclined. 


Prof. Kirby emphasised that the above remarks probably 
applied much more to his particularly fields of study than to 
any other. Some of his colleagues might have had a differ- 
ent experience; but of course his spec‘al interests—Econo- 
mics and Politicai Science—touched “rather deeply into the 
ultimate questions’ for a Communist state and society, in a 
way that many other subjects did not. 


Turning to the actual economic conditions in the coun- 
try, he would say that he was struck most of all by the 
drabness and lack of colour or “sparkle” in the p2ople, in 
their living conditions, their dress, their demeanour, in every- 
thing. He tended to agree with Winston Churchill’s d2fini- 
tion of Communism as “an equal sharing of squalor.” He 
knew this was a commonplace observation, made by many 
travellers. but he thought it essential to repeat it first, as 
being in fact the most important point. "Here was a nation 
in drab uniforms and overalls. 


Britain, in the depth of wartime, had been through a 
regime of “austerity,’ with only “utility” goods available, 
of the lowest serviceable quality and rather severely stan- 
dardised. China was subject today to “siege conditions” 
at least as bad, in respect of clothing, uninteresting shops, 
etc. The speaker was well aware that China had for long 
been a poor country, in which life was hard for th2 masses. 
His point was that in pre-Liberation times dinvinzss 9r 
poverty had not at any rate invaded the spirit and outlook 
of the Chinese people. The love of chat and banter, the 
sense of humour, the zest for eccentricity, above all the en- 
terprising confidence that life was full of change and oppor- 
tunity, so that the individual might change his own personal 
conditions tomorrow, all these were largely gone. Drabness 
has now been systematised. Peking today was a dull place, 
compared to the old days. Prof. Kirby referred for instance 
to the delightful and ingenious shop-signs and decorations, 
the numerous pedlars and picturesque charact2rs, on which 
he himself had published an illustrated book; all these were 
now almost gone, together with many other special and 
charming features of the former Peking. 


A good deal of new buildings had been completed. This 
was however, in his judgment, done in a nondescript, charac- 
terless architecture, the effect of which he could only de- 
scribe as “barrack-like”’; it was vaguely “western,” or rath2r 
East European, in style and inspiration, indifferently per- 
formed. Two or three years ago, there had b2en some 
attempts at making more comfortable and less ugly buildings 
but that had now been stopped in the name of “economy.” 
The extent of new building was not really above the world 
average, but of course it was useless to try to convince the 
New China devotees that the building boom was a worldwide 
phenomenon, or that incomparably higher rates of “develop- 
ment” were to be seen in such places as Venezuela or North 


January 26, 1956 


Borneo. In Peking, most of the new development was con- 
centrated in the “new University quarter” West of the city, 
which was being constructed on the lines of a “super factory- 
estate.” 

Prof. Kirby would agree that the standard of living of 

the people, on this dead average, appeared somewhat 
better than pre-Liberation. Despite rationing, there 
appeared to be no food shortage, and no signs of malnutri- 
tion. Clothing, though rationed and insufferably dull, ap- 
peared also sufficient. 
There was solid, even massive, progress—in terms of 
industrialisation, which was their sole and absolute canon. He 
would analyse this as follows. About 20 per cent. of the 
progress was ascribable, in his view, simply to the restoration 
of ‘peace and normal facilities, after 25 years of war and 
civil war. About 25 per cent was due, he thought, to inten- 
sified working, discipline and control; about 15 per cent to 
certain commonsense practical improvements, and another 
10 per cent (say) to the fulfilment of plans already pre- 
pared (e.g. work on the Yangtse Bridge dated back to 1919; 
on the Yellow River scheme to 1914), which any Government 
would have proceeded with, on the restoration of internal 
peace. About 50 per cent would have to be ascribed, he 
considered, to the introduction of machinery and equipment, 
technical assistance, managerial skill and new methods from 
Russsia and East Europe. 

On hearing this calculation, a friend had queried whether 
he did not give any credit to the Communist Party and 
leadership; his reply would be that he included this under 
the above headings of “intensified discipline and control” 
and “introduction of Russian methods.” He was aware also 
that there were statisticians and otheis present, who would 
point out that the percentages he had given totalled not 
100, but 125. This was because he had a large debit item to 
add: namely, the extent of bureaucratisation, which in his 
view necessitated a balancing entry of about 25%. 


x * # 


Big new undertakings which he had seen, such as the 
giant Anshan Steel Works and the No. 1 Machine Tool plant 
at Mukden, were given entirely by the Soviet Union; practi- 
cally all the machinery was Russian and East European, the 
working methods, the technical terminology, were all Russian. 
This was.in effect a transier ov tiansplantation of part of the 
Russian industrial potential to China. A good point was, 
however, that the Russians had quickly trained up Chinese 
personnel to take over; in general, they had now withdvawn 
to a consultative role in the background. Japanese techni- 
cians had also been «dispensed with. in Manchuria. The great 
bridge over the Yangtse at Wuhan was smilarly under the 
instruction of Russian technicians, and «done by Russian 
methods. Russian equipment was in geneval technically good; 
though little attention was paid to “finish,” and in his view 
the technology was for the most part “not imaginative.” 

The equipment of the great open-cut mine at Fushun 
which he had visited, appeared to him to be about the same 
as that which he had seen there on his last visit nearly 
twenty years ago, in the Japanese time; the area of the pit 
had however been extended some 20 per cent, and its pro- 
duction was claimed to be up to 9,000,000 tons a year, which 
would be an increase of more than 20 per cent. The shale- 
oil refinery at Fushun was working on the same lines, and 
with the same equipment, as under the Japanese in pre-war 
days; some extension was in process, still on the same lines. 

Factories appeared to be largely under the control of 
party men, drafted in since the Liberation. Exaggerated 
stories were told, by such people, about pre-Liberation con- 
ditions. At Fushun, for instance, it was said that the Japa- 
nese used to beat the workers over the head with sticks, and 
provided no hospitals for them. These statements were 
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quite unfounded, in his own experience of visits in 1935 
and 1937. 

He felt, however, that there was much greater freedom 
and sense of confidence in the North East (Manchuria), than 
the capital. The Northeasterners were genuinely proud of 
their industrial and technology leadership of the country; 
and real-wage conditions for the workers were somewhat 
better there. In Hankow, where he had also stopped over, 
material conditions were more shabby, and social discipline 
appeared slacker; unlike Peking, Wuhan people spat on the 
streets, ancl crossed the road where they pleased, smoked, 
laughed and spat in the theatre, and there were some beg- 
gars. He saw little of Canton, but it looked rather dull. 
Peking was more orderly, a bit of a show-place; but he 
felt the political and general tensions were more centralised 
there. 


% * % * 


On cultural life and activities, Prof. Kirby said it was 
usually represented that the drabness to which he had re- 
ferred was much compensated by the New Popular Culture. 
This New Culture seemed to him, unfortunately, to be in 
some part “phoney”. The standard of stage dancing was 
high, but quite obviously it derived entirely and directly 
from the Russian ballet. The choir-singing was also good, 
but also technically Russian. There were Russian songs with 
Chinese words, Russian dancing in Chinese costume. Great 
Russia calls the tune, and sets the step. 

Prof. Kirby feared that a common culture, at the lowest 
common denominator, was being established in this fashion, 
all the way from Leipzig to Hanoi. It seemed to him that 
the musical programme, for instance, was about as follows: 
one week artistes from Shanghai performing Russian songs 
with Chinese words, the next a Czech group rendering Rus- 
sian songs with Czech words, the next a song and dance 
troupe from East Germany doing similar things in German, 
and so forth. Much of the literary effort was, he found, 
on the same lines. 

He must say that as a true lover of peace, he was 
disgusted at the crude flag-wagging which was a feature 
of this culture. One saw the heroic North Korean mother 
welcoming her weunded soldier-son, the Mongolians prancing 
onward under the Red Banner of Jenghis Khan, the railway 
being built to Indochina, with Red Flags meeting on the 
far frontier—and so forth. In England, one would have to 
go back to the time of the Boer War to find quite the same 
thing; Noel Coward’s “Cavalcade” was highly sophisticated 
by comparison. Plays and films were almost incredibly 
“ham” in building up a picture of the bad old days; the 
wicked, wicked landlord seducing the sweet, sweet peasant 
girl, the good, good, model worker loved by the loyal, loyal 
factory girl, and hated by the creepy, creepy saboteur—and 
so forth. He did not see how a self-respecting culture could 
really emerge from such components, until fresh air was 
admitted from other sources. 

Much had been made of the restoration of old temples 
and palaces. This had indeed been carried out on a great 
seale, and their surroundings made into parks for the use of 
the people. The results were generally excellent, from such 
a point of view. His first personal reaction was, however, 
that he found the new and bright colourings unnatural. The 
shape of the buildings remained of course as impressive as 
ever. Studying more closely, he had seen that the repainting 
and redecoration had been done in an extremely standardised 
manner; the patterns and cffects were all the same. He 
learned from residents of Peking, who had seen it done, that 
the designs were in fact “mass produced”; the work was done 
from uniform pattern-books, sometimes even stencils. In 
former times, each of these places had its own individuality 
and atmosphere; now, he had taken about 180 colour pic- 
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tures, but he feared that when these came back from deve- 
loping they would, in point of- detail, all look astonishingly 
much the same. This seemed to him a good allegory of 
the New China, for better and for worse. 


* *x * * 


Of agricultural conditions, Prof. Kirby said, he had been 
able to see very little. It was the dead season of winter. 
People were out in squads, doing rough work on the land; 
in many cases, building dykes ete. by the ant-hill method, 
cach person cavrying two baskets of earth. He did not see 
a single tractor (except in an Exhibition), and little machinery. 
He had visited a very good co-operative farm in the vicinity 
of Mukden. This was of course a show place; its gatepost 
bore the inscription “Shenyang City Area Agricultural De- 
monstration Centre”’ It had reeently been announced that 
1.9 million farm co-operatives had been formed, a figure 
much above the current Plan targets; clearly the agricultural 
collectivisation drive was being intensified with every effort. 


ok * * * 


“Completion” of plans and projects appeaved hcwever 
to be a relative term. For instance, the Han River Railway 
Bridge was to be opened to rail traffic on January 1st 1956. 
When he saw it a few days before, only one of its two 
tracks was down, and some more girder work might be re- 
quired on that one; as soon as a train could be ceremonially 
run through, he thought, that might be counted as “com- 
pletion,” but in fact some large proportion of the job re- 
mained to be done. 

Sometimes such terms as “basically completed” were 
used. He thought the First Five Year Plan was quite an 
approximate and “basically completed” affair; though the 
Second Five Year Plan might be a real Plan, in the full 
programmatic sense. 

A tremendous effort was being made for “progress,” 
conceived and defined by certain arbitrary criteria. The 
whole was dogmatically and, he thought, not too intelligent- 
ly—handled. Any veal standards of comparison, either with 
the past or with events and devclopments in other paris of 
the world, were rapidly fading out in the consciousness of 
the people of Mainland China. 


* * * * 


Communist China sought admission to the United Na- 
tions. Prof. Kirby said he regretted that he personally must 
adhere to the view that this could hardly occur at the cost 
of displacing the Formosa Government, since (in his judg- 
ment) the latter—despite its very grave imperfections— 
represented rather more of the real China than was to be 
found in the Russianised Mainland system, and much more 
hope for eventual Nationhood and Selfhood for China. More- 
over, bygones were not yet bygones, in respect of what had 
happened in Korea. 


There might, he thought, be a middle road: of bringing 
Communist China first into the subsidiary and practical 
workings of the United Nations Organisation, such as some 
of the peripheral Specialised Agencies; changing the or- 
ganisation of the UN. in that sense, if necessary. Working 
in such spheres might, in time, give the Mainlanders a wider 
sense of proportion, a deeper recognition of international 
realities, and a (lue readiness for compromise. At present 
however, officials to whom he had spoken tended to take 
an extremely subjective attitude; they rode the high horses 
of National Pride and Absolute Principle. On one occasion, 
Prof. Kirby said, he had ventured to lecture one dignitary 
privately on the meaning of Marxist Objectivity, he had 
referred to Lenin’s teachings on the United Front tactic, his 
celebrated maxim of “being ready to co-operate with the 
Devil's grandmother, for purposes of mutual advantage,” and 
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REPORTS FROM: -GHINA 


FOREIGN POLICY 


The People’s Daily in Peking declared in an editorial 
that the year 1955 would go down in history as one marked 
by the success for the policy of peaceful co-existence and 
the growth of the struggle against colonialism in Asia and 
Africa. The editorial assured its readers that Russia sin- 
cerely wanted the Asian countries to develop industrially 
on the b-ggest possible scale. It also pointed out that Soviet 
aid was designed to enable the Asian countries to change 
from backward agricultural countries into powerful indus- 
trialised countries and not aimed at enslaving them or keep- 
ing them forever in the position of raw material suppliers 
and markets for manufactured goods. In her negotiation 
with US, Peking demanded that US should deal immediately 
with two big issues—lifting the trade embargo and relaxing 
the tension in the Formosa area. Radio Peking emphasized 
that Taiwan was China’s territory and repeated the old sly 
argument, “The occupation of Taiwan by US is a matter of 


in particular to certain aspects of the discussions over the 
Treaty of Brest-Litovsk. But he was uncertain whether the 
standard of Marxist knowledge in China was sufficiently high 
to enable them to cope with the present situation, which 
required some intrinsic adjustment, involving more than the 
repétition of platitudes about the peoples of the whole world 
wanting peace. 

Of course they all wanted peace; rather, they were 
determined to have it. The United Nations was the only 
means of ensuring entire and absolute peace. H2 was deeply 
reassured by the extent to which, he found, the ordinary 
people of China wanted and needed peace. It was not just 
a catchword to them; they, as far as he could judge, were 
eager for practical, as well as theoretical, co-operation with 
other peoples. This was no news to Hongkong, whose exist- 
ence and relative prosperity brilliantly prove the possibilities 
of international cooperation. Peace was now not only a 
question of diplomatic formulae between Governments, but 
one of real contacts between peoples. 


* * * * 


Prof. Kirby said he hoped that, despite political differ- 
ences, he himself had made some good personal friends in 
Red China. He would be delighted to invite them to Hong- 
kong to talk “brass tacks” with them, to tell them all the 
facts he knew, to present them with all his exam papers, and 
introduce them to all his students. All that was required, 
to do this properly, was for the Bursar and the Finance Com- 
mittee to approve a grant of a few thousand pounds: short 
of such facilities, he would try to do what he ecvuld, within 
his own limited private means. 

Answering questions after his talk, Prof. Kirby said that 
he missed a long meeting with the Premier and Foreign 
Minister, Mr. Chou En-lai, which some of his party had 
because he was visiting the north-east. However Mr. Chou 


returned to meet the rest of the party at their farewell 


cocktail party and he found him charming and “quite a 
western diplomatist.” 

Prof. Kirby said that he was told that at the first long 
meeting Mr. Chou described Hongkong as “a very prosper- 
ous international port which could even be a greater inter- 
national port if the Americans did not meddle with politics 
in this part of the world.” But this was only hearsay, the 
Professor added. 


international dispute between China and US but China’s 
sovereign right to liberate Taiwan is an internal Chinese 
matter,” 

Peking also reported that during 1955, more than 400 
peace delegates from 36 countries visited China. Among 
these delegates were people of different political parties and 
veligious leaders of different creeds. There were also leaders 
of trade unions, women, youth and students as well as pro- 
fessors, school teachers, scientists, writers, artists, physicians, 
lawyers, journalists, manufacturers, businessmen and _ house- 
wives. China also despatched many peace delegations to 
attend international peace conferences and sent delegates to 
various countries. Chinese delegations attended the “Asian 
Countries’ Conference” held in New Delhi; the “World 
Assembly for Peace” in Helsinki; the “World Conferenc2 for 
Prohibiting Atomic and Hydrogen Bombs” “in Japan; the 
“East and West Countries’ Politicians and Social Workers’ 
Meeting’ in France; and also attended meetings of the 
Bureau of the World Peace Council. 


FOREIGN TRADE 


A 1956 trade and payments agreement was signed in 
Bucharest between China and Rumania early this month. 
Under the agreement, China will supply Rumania with iron 
ore, asbestos, wool, skins and hides, foodstuffs, tea, jute, 
and cotton yarn. Rumania will supply China with electric 
gencrating equipment, deep-well drilling equipment, tractors, 
oil tank cars, petroleum and petroleum products. Vietnam 
recently requested China to purchase on its behalf five civil 
aviation airliners and equipment and to send Chinese tech- 
nicians to Vietnam for technical assistance. On January 6, 
a Chinese trade mission arrived in Jedda, Saudi Arabia, to 
promote the trade relations. 

The Hua Jun Company in Hongkong (agent of the 
China National Cereals, Oil and Fats Export Corporation) 
last week denied that 1.2 million tons of Chinese rice would 
be dumped on the SE Asia market. The company declared 
that China had no plan of selling any large quantity of rice 
to other SE Asian countries apart from its long-term con- 
tract of rice for rubber with Ceylon. 


INDUSTRIAL EXPANSION & OUTPUT 


Production Targets: Peking claimed that industrial 
targets for 1955 were overfulfilled by an estimated one per 
cent in terms of value; that the value of the country’s total 
industrial output was 54 per cent higher than in 1954; and 
that output targets were reached or overfulfilled in 32 major 
products. In terms of value, enterprises under the Ministry 
of Coal Industry exceeded their targets by 1.7 per cent, 
those under the Ministry of Electric Power Industry by 7.5 
per cent, those under the Ministry of Petroleum Industry 
by 9.9 per cent, those under the Ministry of Heavy Industry 
by 56 per cent, those under the First Ministry of Machine 
Building by 7.8 per cent, those under the Ministry of the 
Textile Industry by 0.9 per cent and those under the Ministry 
of Light Industry by 1.2 per cent. Among the construction 
projects completed in 1955 are a blast furnace, four coke- 
oven batteries, two coal pits, four cotton mills and a big 
reservoir. 

Power Industry: Construction in 1956 to expand 
China’s power industry will be on a bigger scale than in any 
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previous year. Over 100 power plants and power trans- 
mission projects will be built. The total capacity of power 
generating equipment to be added this year will be 20 per 
cent more than the original target for 1956 under the first 
five-year plan. 


Light Industry: The Ministry of Light Industry plans 
to complete its quota under the first five-year plan ahead 
of schedule by accelerating the construction of new factories. 
Output of paper, rubber, salt, medicine, cigarettes, sugar, 
spirits, oil and fats this year will either approach ov surpass 
the planned level for 1957. Twenty-five major construction 
projects scheduled. for completion in the coming two years 
are now to be finished ahead of schedule. Work will be 
started on another 18 major projects originally planned to 
be built after 1957. Six new projects not included in the 
plan will be constructed. They include factories producing 
paper, medicine, rubber goods, sugar, salt, canned foods, 
glass and perfumes. 


Heavy Industry: The Ministry of Heavy Industry an- 
nounced that new and advanced methods would enable a 15 
per cent increase in the production of pig iron. Steel pro- 
duction will be increased by several hundred thousand tons 
and the extraction rate of metal ores raised by 15 per 
cent. 


Oil Industry: The oil industry overfulfilled its 1955 
targets for six major products ahead of schedule. Output 
of crude oil exceeded the target by 0.1 per cent, gasoline 
by 2.1 per cent, kerosene by 7.9 per cent, Diesel oil by 
3.6 per cent, lubricating oil by 41.1 per cent and sulphuric 
acid by 4.2 per cent. The Ministry of the Petroleum In- 
dustry plans to fulfil its target under the first five-year plan 
ahead of schedule. The total production value of China’s 
oil industry by the end of this year will reach the planned 
level of 1957. The total output value of the oil industry 
in 1955 was estimated at 3.7 times as much as in 1952. This 
year oil prospecting will be extended and the crude oil out- 
put from a number of oil wells in the Yumen Oil-field will 
be doubled. Steps will be adopted in synthetic oil produc- 
tion for the recovery of light hydrocarbons. Through this 
method several petroleum refineries in Northeast China will 
recover 70,000 tons of petroleum from gas in the destruc- 
tive distillation of oil shale in 1957. Two petroleum re- 
fineries will be expanded to raise the capacity of synthetic 
petroleum. 


The Ta Lung Machine Too) Plant, the biggest joint- 
owned machine plant in Shanghai, turned out China's first 
1,600 tons of petroleum equipment last year. This year, 
13 plants (including Ta Lung and two state owned machine 
shops) will turn out 6,600 tons of petroleum equipment. 
Most of these plants have completed retooling and other 
technical preparations and are now ready to go into produc- 
tion. State will expand these plants. Two hundred small 
private machine shops employing from four to fifty workers 
will be amalgamated with them this year. 


Textile Industry: Steps will be adopted by the Ministry 
of the Textile Industry this year to fulfil its production quota 
under the first five-year plan ahead of schedule. Three 
work shifts a day will be worked in the cotton, woollen and 
linen mills. Four new cotton mills, originally scheduled to 
go into production in 1957, will be completed and start 
operation this year. Nearly all the private textile mills 
will be re-organized into joint state-private enterprises during 
1956. Work on the 81,000-spindle Northwest No. 6 Cotton 
Mill in Kuanchung (Shensi) will begin this March. The 
state-owned Northwest No. 1 Printing Dyeing Mill will 
also be built this year. When completed it will be the big- 
gest in China and will turn out: 11 million metres of dyed 
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and printed cloth a year. Both mills will begin production 
next year. 

Steel and Iron: Revised plans of the Anshan Iron and 
Steel Company for this year aim at doubling the 1955 targets. 
Additional installations to be provided this year will include 
a 100-ton overhead travelling-crane for the steel-smelting 
plant and a new soaking pit for the heavy rolling mill. An 
open-hearth furnace is being reconstructed at the steel- 
smelting plant. A blast furnace now under reconstruction 
is expected to go into production this July. 


New Products: Among new products successfully pro- 
duced last year were new-type universal grinders, new-type 
lathes, complete sets of 6,000 kilowatt steam power generating 
equipment, giant 31,500 kilovolt-ampere transformers, 40 ton 
boilers, alloy steel seamless tubes and ship plates. Durable 
heavy rails are now produced by Anshan Iron and Steel Co. 
Mass production of a number of alloy steel seamless tubes 
and a special type of reinforced steel bar will begin this 
year. A semi-automatic gear shaving machine of Soviet 
type has been successfully manufactured by the Chungking 
Machine Tool Plant. A new seed selector suitable for wheat, 
soya beans, flax seed and clover seed selection has been 
successfully made by the state-owned Shenyang Agricultural 
Machinery Plant. The machine can deal with three tons of 
seed per hour. A tractor plant was inaugurated in Tientsin 
recently. The plant was formed by merging a motor-car 
repair and assembly works with a joint state-private machine 
plant. The first tractors will be put out in 1957. The 
Ministry of Coal Industry put into operation 36 newly sunk, 
reconstructed and restored mines last year. A new shaft 
coal mine and a new slope mine are being sunk at the Shantan 
Colliery in Kansu. 


Sino-Soviet Scientific Cooperation: A comprehensive 
programme for scientific and technical cooperation between 
the Soviet Union and China has been worked out. The 
Soviet Union will supply China with designs and data for 
non-ferrous metallurgical enterprises and coal industry enter- 
prises and the construction of railway buildings; blueprints 
for blast furnace equipment and various types of machinery 
including those for mining industry and agriculture; blue- 
prints for making equipment for chemical industry; technical 
information for manufacturing dyestuffs and other chemical 
products. China will supply the Soviet Union with technical 
information for manufacturing certain chemical products and 
medicine; blue-prints for making certain types of equipment 
for textile and tobacco industries and building machinery; 
samples of seeds; and laboratory specimens. China will also 
send experts to the Soviet Union to study metallurgical. 
coal, oil, textile and trading industri2s. The Soviet Union 
will send experts to China to study the cultivation of various 
kinds of agricultural produce and Chinese researches in medi- 
cine, physiology, biochemistry, astronomy and other fields. 


SOCIALIST TRANSFORMATION OF PRIVATE 
ENTERPRISES 


During the first 10 days of this month, 208 drugstores, 
800 shops and 1,276 factories and workshops in Peking be- 
came joint state-private enterprises. The socialist trans- 
formation of major trades in Peking is expected to be com- 
pleted soon. 


COOPERATIVE AND COLLECTIVE FARMS 


The number of agricultural producer cooperatives in 
China reached over 1.9 million by the end of last year, They 
embrace 70 million, or about 60 per cent of the peasant 
households in the country. In 12 out of China’s 23 pro- 
vinces, 70 to 85 per cent of the peasant families have joined 
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cooperative tarms. The 12 previnces are: Shansi, Hopei, 
Heilungkiang, Liaoning, Kirin, Jehol, Anhwei, Honan, Hunan, 
Hupeh, Chinghai ani| Kansu. There are now a total of 29,000 
collective farms in the country. In Hopei, 7,000 collective 
farms have been or are being set up. In Liaoning, 45 per 
cent of all the peasant families are already in collective 
farms. 66 collective farms have been set up in Inner Mon- 
golia. By the end of last year, this region had nearly 
20,000 agricultural cooperatives embracing 65.84 per cent 
of all peasant households. 


AGRICULTURAL DEVELOPMENTS 


Three tractor stations with 216 tractors and other 
machines will be set up in the Shanghai area during the 
next three years. Transmission lines will be installed to 
feed the countryside with power from existing power plants 
in the city. At the same time six irrigation systems, 
equipped with power-operated pumps and sprinklers, will 
be built to irrigate all the land in the area. Most of these 
farms supply Shanghai with cotton, vegetables, grain and 
other foodstuffs. Eight new tractor stations will be set up 
in the cotton-growing areas in Liaoning. This will bring up 
the total number of such stations in this province to 19. 
These 19 stations will have a total of 659 tractors. They 
will plough 93,000 hectares of farmland and open up another 
30,000 hectares of wasteland this year. Hopei is building 
20 new tractor stations and expanding 25 existing ones. 


The resources of sub-tropical Hainan Island are now 
thoroughly surveyed by some 500 experts and technicians. 
The Luichow Peninsula and the Yamchow Area, opposite 
Hainan Island on the Kwangtung coast, are also being Sur- 
veyed. These areas are warm all the year round and have 
abundant iainfall. There are about 800,000 hectares of land 
suitable for the growing of rubber, sisal hemp, coconut, 
coffee and other valuable crops. There are also rich fishing 
grounds, mineval deposits, and virgin forests there. 


1956 Production Targets: Kiangsu will produce 1.1 
million tons, or eight per cent more grain and 21,000 tons 
more cotton than last ycar. Yutnan plans to reach its 1957 
targets in both industry and agriculture at least half a year 
ahead of schedule. Heilungkiang has decided to attain its 
1957 grain target of nine million tons this year. Szechwan 
plans to increase its grain output this year by 1.35 million 
tons. This is the original target set for 1957. 


CREAMERIES IN INNER MGNGOLIA 


There are now 57 creameries in Inner Mongolia. The 
region’s first creamery was set up in 1950. These creameries 
supply butter and powdered milk for other parts of the 
country. Last year, they sent 240 tons of lactose to phar- 
maceutical plants in Shanghai and other cities for the manu- 
facture of penicillin. Inner Mongolia produces over 200,000 
tons of fresh milk annually. 


AFFORESTATION 


The area afforested last year in Kwangtung totalled 
172,000 hectares. This was 41.7 per cent above the year’s 
target. Most of the saplings planted were of pine and other 
kinds of wood which are suitable for building purposes. 
Shelter belts totalling 120 kilometres in length were laid 
oufsin areas open to the attacks of sandstorms or typhoon. 


AUTONOMOUS AREAS 


All the 106 autonomous areas at district level will be 
abolished, according to a recent Peking announcement. Some 
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will become autonomous counties or be merged to form 
autonomous counties; some will merge with neighbouring 
bigger autonomous areas; others will become administrative 
local districts. Autonomous areas at hsiang (administrative 
unit of several villages) level will become nationality hsiang. 
The Tibetan Autonomous Region in Szechwan Province has 
bcen renamed the Ahpa Tibetan Autonomous Chou. The 
area is situated in the northwestern part of Szechwan and 
covers six counties inhabited by more than half a million 
people, 75 per cent of whom are Tibetans. A new autono- 
mous county was set up in the Sungari River basin in Kirin. 
It is the Tsenkuoerhlosze Autonomous County inhabited by 
204,000 people. 


NEWSPAPERS AND EDUCATION PROJECTS 


On January i, 1956, Peking newspapers switched from 
the traditional vertical form of printing, reading from top 
to bottom, to the horizontal form reading from left to right. 
Peking plans to raise the level of education in the country 
in the coming 12 years. By the end of 1958, illiteracy will 
be wiped out among the workers. By the end of 1962, 
illiterate peasants and other sections of the population be- 
tween the ages of 14 and 50 will have been taught to read 
and write. Compulsory elementary education will be intro- 
duced this year in the economically more developed urban 
and rural areas where 80 per cent of the school-age children 
already attend school. Within the next seven years, this 
system will be spread to most other parts of the country 
while compulsory junior middle school education will be in- 
troduced in the major cities and industrial centres. 


COMMUNICATIONS 


The Mongolian Ulan Bator-Chamu Ut Railway was 
opened to traffic at the beginning of this month. This 713 
kilometres long railway line connects the railway from Ulan 
Bator to the Soviet-Mongolian border in the north and 
China’s Tsining-Erhlien line in the south. Its completion 
enables China, Mongolia and the Soviet Union to open inter- 
national through traffic and shortens the distance by rail 
between Peking and Moscow by more than 1,000 kilometres. 
A new section (185 kilometres) of the Paoki-Chengtu Rail- 
way now under construction was opened to traffic on January 
lst. Including the new section, 450 kilometres (from Cheng- 
tu in Szechwan to Lioyang in Shensi) of the railway are 
now open to traffic.. Construction of the 680-kilometre Paoki- 
Chengtu Railway began in 1952. When completed this year, 
it will become the trunk line to link Southwest with North- 
west China. A 438-kilometre Foochow-Wenchow Highway 
linking 11 counties and cities along the coast of Fukien and 
Chekiang provinces was opened to traffic at the beginning 
of this month. Construction of the highway began in 1954. 
A new railway between Lantsuna (along the Tsingtao-Tsinan 
Railway) and Chefoo in Shantung was recently com- 
pleted. The construction of this line began in September, 
1958. Survey of the projected Lanchow-Chinghai Railway is 
now under way. Petroleum, salt and other mineral resources 
lie close to the course of the projected railway line. This 
vailway will be the first to Chinghai. 


Air service from Peking to Kunming via Sian and Chung- 
king has been inaugurated by the Civil Aviation Administra- 
tion of China. The Peking-Shenyang-Harbin air line has 
been extended to Tsitsihar. The regular air service from 
Peking to Canton, Lanchow and Urumchi have been. increased 
to four trips a week. An agreement on technical cooperation 
in civil aviation was signed between China and Russia re- 
cently in Moscow. 
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AGRICULTURAL DEVELOPMENTS IN HONGKONG 
AND FUTURE PROSPECTS 


An extract report of the Director of Agriculture, Fisheries and Forestry (W. J. Blackie) 


Part V (Continued) 


Agricultural Division: The present Division of Agri- 
culture & Animal Husbandry should be restyled the Division 
of Agriculture and the title of the officer in charge altered 
from Superintendent of Agriculture & Animal Husbandry 
to the more appropriate one of Agricultural Officer. The 
division should be organized into Field, Extension & Ad- 
visory; Crop Investigation; Plant Pest & Disease Control; 
Horticultural; Survey; and Headquarters sections. This or- 
ganization of agricultuial services is designed to concentrate 
activities on district agricultural work but at the same time 
a small group is sect aside to deal with essential investiga- 
tional duties in kecping with farming problems. The success 
of agricultural policy in Hongkong depends largely on the 
skill of these officers working in close co-operation with in- 
vestigation services and aided by specialists. 


Division of Animal Industries: This division is a new 
one. Prior to its formation a special group of the Depart- 
ment was concerned with disease control with the advice of 
the Senior Veterinary Officer of Urban Services Department, 
and later his direction. Although good relations existed it 
was not considered that the best results could be achieved 
by dual control. It was not considered desirable to form a 
new department to deal specially with disease control and 
quarantine services. For the special circumstances of Hong- 
kong, animal husbandry work should remain with the agri- 
cultural department. The important practical result of the 
re-organization is that the department concerned with farm- 
ing now has associated, with it officers who will not only 
approach their purely professional duties with a new concept 
of service to the farming community but also will be able 
to devote their energies to the improvement of animal hus- 
bandry and the expansion of animal industries. The division 
should be responsible for animal quarantine, dairies inspec- 
tion, meat inspection, anima] disease control, rabies control, 
and animal husbandry investigation. The organization of the 
Animal Industries Division is designed to concentrate atten- 
tion On animal diseases and their control and investigations 
of immediate and practical concern. to farming both in this 
field and that of animal husbandry. The improvement and 
expansion of livestock industries is dependent on a strong 
and competent division and its close co-operation with the 
Division of Agriculture. 


Agricultural Stations & District Farms: The existing 
agricultural stations and district farms are strategically 
placed in the main farming districts and are giving excellent 
service to farmers. There is no need to increase the number 
of district farms. 


Anima! Quarantine Stations: Prior to the outbreak of 
foot and mouth disease in July of this year the Colony pos- 
sessed two quarantine stations which are in effect the holding 
yards associated with the two slaughter houses at Mataukok 
in Kowloon and Kennedy Town on Hongkong island. It is 
intended to replace these old and most unsatisfactory build- 
ings by a modern structure. Existing facilities are most 
unsatisfactory and the erection of the new slaughter house 
with adequate quarantine facilities should be proceeded with 


as rapidly as possible. The new quarantine station at Shek 
Wu Hui, established to deal with foot and mouth disease, 
should be recognized as the permanent animal quarantine 
station for the New Territories and be used in conjunction 
with Mataukok, Kennedy Town and escort services for the 
purposes of effective quarantine. Further minor improve- 
menty are necessary at Shek Wu Hui to enable it to be used 
as a permanent station. 


Slaughter Houses in the New Territories: For public 
health purposes the slaughter of animals in the New Terri- 
tories for public consumption must be conducted on licensed 
premises. Two slaughter houses under private control are 
now operating at Un Long and Taipo. With the appoint- 
ment of veterinary staff to the Department it is desirable 
that meat inspection in the New Territories shculd be en- 
trusted to the Animal Industries Division. The slaughter 
houses at Un Long and Taipo should be acquired by Govern- 
ment and placed under the control of the Department. By 
so doing slaughter houses in the New Territories would be 
brought into line with Mataukok and Kennedy Town from 
the publie health standpoint. 


Horticultural Station: The area at present in use for 
horticultural work on Castle Peak station is unsatisfactory 
and there is no other suitable site on this Station, nor is 
there room on the vegetable station at Sheung Shui. More 
work should be done by the department on orchard and other 
fruit crops for which there are distinct possibilities in Hong- 
kong. Elsewhere the stability of peasant farming is sup- 
ported by permanent or semi-permanent tree crops such as 
rubber, coconuts, oil palm, cacao, tea, bananas, citrus and 
other orchard crops, etc. There are obvious difficulties of 
land, soils and climate. in the cultivation of many of these 
crops here but fruit trees of Chinese varieties appear to do 
well. The department should establish an orchard of select- 
ed Chinese varieties of fruit trees on a good location and 
produce good quality budwood for propagation. Sufficien: 
land should be available for raising rootstocks for budding 
and grafting and for general propagation studies, Suitable 
Crown land exists in. the Fanling area for the establish- 
ment of a small horticultural station in association with a 
permanent Agricultural Show ground. Two acres of good 
land would be adequate for the horticultural station. 


Headquarters Building: The buildings at Lai Chi Kok 
are temporary structures and are totally inadequate to meet 
existing needs. Most of the staff are confined in one narrow 
room which is very hot in summer and cold in winter. File 
records and library are spread about in odd corners and on 
shelves, and it is extremely difficult to deal with confidential 
interviews. The present temporary buildings shall be de- 


mOlished and a new headquarters building be constructed an 
the present site. 


Laboratories & Laboratory Equipment: Three small 
laboratories should be incorporated in the headquarters build- 
ing. A temporary veterinary laboratory has been set up 
and equipped but further additions to this equipment are 


necessary. Simple equipment for soil and cro 
should be added. Pp pest work 
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DUTIES OF DISTRICT AGRICULTURAL STAFF 


A primary duty of every district agricultural officer is 
to make and maintain contact with and gain the confidence 
of the progressive farmers of his district. This necessitates 
Spending a considerable number of days in every month on 
tour in his district. The agricultural officer who stays most 
of his time on his district farm is not fulfilling the proper 
duties of his office. The whole art of good district work 
lies in persuading leading and representative members of the 
farming community to make the first trial of any improved 
methods of cultivation and animal husbandry that can con- 
fidently be recommended as desirable alterations to the pre- 
sent system of farming. The successful farmer is the best 
demonstrator to farmers. The district staff of the Animal 
Industries Division, working directly under the Senior 
Veterinary Officer and Veterinary Officer (New Territories), 
will be responsible for all animal disease control and animal 
quarantine but the two groups should work in close co-opera- 
tion. 


INVESTIGATION SERVICES 


A special group should be concerned solely with research 
work. Such work should be of a short term, practical na- 
ture, on problems of immediate economic importance. In 
consideration of agricultural and livestock conditions in the 
Colony, investigational work should be conducted along the 
following lines :— 


Field Experimental Work (Agriculture): This should 
be confined to variety trials of local food and export crops; 
seed selection; studies of cultivation and propagation tech- 
niques; the introduction of and growth observation on new 
species, varieties of existing species and strains of food and 
fodder crops; manurial trials on rice and vegetable crops; 
the testing of insecticides and fungicides against local pests 
and diseases of crops; general entomological studies on life 
history of insect pests of economic crops. Crops of parti- 
cular importance are rice and vegetables but more attention 
must be given to fodder grasses. A wide range of tropical 
forage grasses and legumes should be imported for trial at 
Castle Peak. An important study which should be con- 
ducted at Castle Peak is how fallow land can be made use 
of following the harvest of the second rice crop for the 
growth of catch crops such as sweet potatoes, Japanese 
radish, etc. for animal feeding. The more use that can be 
made of the land in growing animal feeding stuffs without 
interfering with rice and vegetable cultivation, the better the 
return to the farmer in animal products. 


Soil—Conservation, Fertility & Management: The soils 
of the Colony are subjected to considerable pressure under 
a succession of crops, and areas are insufficient to allow of 
a rotation of crops or to include ygiass in the rotation for 
the practice of alternate husbandry. There is a short fallow 
period between the second and next rice crop but this land 
is being increasingly used for catch cropping of vegetables. 
With limited land resources and small holdings the maximum 
possible use must be made of the land. This brings, how- 
ever, problems of fertility maintenance on naturally poor 
soils. The research staff must therefore give particular at- 
tention to: (1) Studies of traditional farming methods and 
their sufficiency in the maintenance of fertility. (2) Studies 
on agricultural stations of crop yields using artificial] ferti- 
lizers, compost, traditional Chinese methods and combina- 
tions thereof to obtain maximum economic production. (3) 
Studies of land management during the fallow period to: 
determine how land should be used to maintain fertility. 
Chinese farmers are conservation-minded and there is no 
problem of soil loss on cultivated areas. The main problem is 
that of soil erosion outside the cultivated areas. This will be 
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tackled in time by afforestation but immediate action is 
necessary to cover eroded areas by quick growing vegetation 
and, if possible, by grasses and legumes which could be used 
for animal feeding. 


Animal Health & Husbandry: Although some measure of 
control has been achieved of major livestock diseases, the 
position is far from satisfactory. With the association of 
veterinary staff with the department, it is now possible, with 
the aid of the veterinary laboratory, to sort out obscure and 
chronic conditions which are causing considerable losses in 
pig and poultry stock. At the same time a better organiza- 
tion of field staff under professional supervision will be able 
to gain greater control of animal diseases for which treat- 
ments are available. Good work has already been done in 
improving the breeding, feeding and management of stock 
but there has been a tendency to neglect local breds and 
concentrate more on exotic stock. Local breeds resist disease 
better than exotic stock and are more adaptable to the 
farming environment. Departmental studies indicate that 
the local sow is prolific and a good mother. By selection 
and good management a superior strain can be built up for 
sale to farmers. Of the exotic stock the Berkshire and 
Middle White of Japanese origin are promising but it re- 
mains to be seen whether they resist disease to the same 
extent as local pig stock. The local sow cross Middle White 
or Berkshire is a quick growing animal of good conformation 
and is acceptable to the trade. Of the exotic breeds of 
poultry the White Leghorn has preved its worth as an egg 
layer but other breeds for table purposes have not been 
acceptable to the market. As with pigs, and for similar 
reasons, more attention should be given to local breeds of 
poultry such as the Cantonese. By selective breeding to 
inerease size, egg production, and eliminate broodiness, a 
superior dual purpose bird can be evolved for local farming 
conditions. Therefore in pig raising, departmental activities 
should be confined to the breeding and the crossing of local 
breeds, Berkshire and Middle Whites. In poultry, work 
should be confined to the White Leghorn and Chinese breeds. 

With the production of better quality pig stock on 
Government stations every endeavour shoul be made to 
pass out superior blood to progressive farmers. The Japa- 
nese are using artificial insemination with success and their 
methods were studied by the Agricultural Officer during a 
recent visit to Japan. There are, however, many technical 
difficulties to the successful operation of artificial insemina- 
tion centres and further studies are required before a prac- 
tical scheme can be evolved. Studies are necessary on the 
feeding of livestock to get maximum returns for the outlay 
on imported concentrates. Attention should be given to 
food requirements of stock at various stages of growth with 
a view to setting out standard feed mixtures based on the 
range of ingredients normally available on the local market. 
In this connexion, also, attention should be given to local 
fresh food products of farms, wheat by-products of flour 
milling, fish meal of local origin and meat meal as a by- 
product of slaughter houses. 


* * * * 


Part VI 
POLICY 


Government policy in the interest of farming in the New 
Territories should be directed to:— 

(i) <A planned improvement of roading and communi- 
cations generally. 

(ii) The improvement and extension of irrigation sys- 
tem designed to obtain maximum water duty. 

(iii) The application of loan money to farmers to 
diversify and expand agricultural production. 
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(iv) An expansion of the co-operative movement 
among farmers through which loan money should be fed for 
acceptable projects. 

(v) The provision of adequate technical services and 
other facilities to enable the Department of Agriculture, 
Fisheries & Forestry to carry out advisory, extension, educa- 
tional and investigational duties in keeping with farming 
problems and the need to expand and diversify agricultural 
production. 

(vi) Co-operation with private interests and organiza- 
tions concerned with the welfare of farmers and the improve- 
ment of farming when, in the opinion of Government, such 
activities are in keeping with agricultural policy. 


* * * * 


Part VII 
SUMMARY OF PRINCIPAL RECOMMENDATIONS 


An agricultural survey is needed to obtain reliable in- 
formation on the state of farming in the Colony. 

A soil survey should be undertaken as soon as possible 
in order to obtain reliable information on soil types and theif 
extent. With such information advice on management and 
fertilizer treatment can be given with greater confidence. 

Planned extension of feeder roads and a general im- 
provement in communications should be undertaken. 

Steps should be taken to extend still further the as- 
sistance given in improving irrigation and in particular a 
study is required of the practicability of improving supplies 
for farming by the construction of impounding reservoirs. 

Full technical assistance should be given to enterprises 
such as Kadoorie Agricultural Aid or other organizations 
which may be set up to assist in the development or improve- 
ment of farming. 


* * 


BAR EASTERN 


Economic REVIEW 


The provision of loan money to individual farmers and 
co-operative societies is of first importance in improving the 
standard of farming and the productive effort of farmers. 
Government should provide facilities for the administration 
of loan money from approved private sources and assiSt 
financially by contributing to a central fund. 


The value of co-operative societies in Hongkong is em- 
phasized and every endeavour should be made by the de- 
partment concerned (with the asSistance of the District 
Administration and Agricultural Department) to extend the 
co-operative movement. 


A new Division of Marketing should be associated with 
the Department of Agriculture, Fisheries & Forestry when 
the present Vegetable Marketing Oganization comes under 
the control of the federation of co-operatives societies. 


The Department of Agriculture should comprise two 
divisions—Agriculture and Animal Industries. 


Investigation services should be separated from field, 
extension and advisory services but co-ordinated by senior 
administrative staff. 


Provision should be made for practical agricultural train- 
ing of young farmers in short term courses. If successful 
this should be expanded by the setting up of a Farm Institute 
at a suitable centre. 

A suitable area of Crown land in the Fanling area 
should be set aside for a permanent show ground; to in- 
clude also a small horticultural station and ultimately the 
Farm Institute for agricultural training. 

Field, extension and advisory services should work to a 
programme designed to broaden the scope of farming and 
by demonstration and teaching seek to improve the standard 
of crop and animal husbandry. 

Investigation services should undertake short term 
studies on farming problems of immediate practical impor- 
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STATISTICS 


Cultivation Area in Hongkong 


Miscellaneous Abandoned 
Rice Vegetables Orchard Crops Cultivation* Total 
ISTE RS ASAB Za 2oapIaR CA GEE RW an EBete AeNeRatNDE sc 24,576.24 2,110.88 1,067.58 3,005.71 2,007.90 32,768.32 
* The total acreage at Sha Tau Kok, Tsun Wan, Sai Kung or the islands is not included. The total figure is about 3,000 acres. 
Vegetables Produced in Hongkeng from 1947-54 
1947/48 1948/49 1949/50 1950/51 1951/52 1952/53 1953/54 
metric tons nietric tons metric tons metric tons metric tons metric tons metric tons 
Cabbage, flowering ............-.-...0-- 2,749.76 3,155.77 4,364.03 4,666.01 5,310.60 5,226.41 5,490.92 
Gabbace:t white eee ete ee 2.673.75 2,989.94 3,945.77 4,783.10 6,359.33 8,113.62 10,164.23 
Cabbage, leaf mustard ........ ......... 731.36 603.11 678.78 1,037.32 1,040.89 1,176.48 1,880.07 
Kale Weeisetean ce cnind 935.54 983.21 1,470.24 2,031.85 1,829.59 1,668.19 1,828.17 
Potato, sweet 1,042.80 687.79 1,436.61 1,344.94 899.27 968.55 1.47588 
Tomato ...... 1,726.73 1,869.29 2,902.86 1,373.75 3,242.16 3,627.75 3,468.45 
Watercress _ 1,147.98 1,407.14 1,931.85 2,305.12 2,727.05 2,768.43 2114894 
Onion, spring 492.38 666.55 682.20 1,081.13 1,248.96 1,157.89 1,081.38 
Aron) Gnnueoanane 2,061.73 2,043.51 2,946.36 3,653.27 3,356.26 3,590.65 3,863.85 
Tisttuice, a Chinese Willer «ne uc ayw or erumene ee 825.89 677.44 721.61 1,247.80 1,570.56 1,667.44 1,914.11 
Spinachy (Chinese! suse cu sr ores on siesisieenasiia 494.05 358.87 397.02 804.78 449.69 598.03 502.70 
Spinach 6.2.25... 280.00 375.24 448.81 499.82 913.10 948.59 1,128 27 
Spinach, water 1,284.70 1,507.98 1,989.11 3,009.82 2,287.59 2,492.28 2.78571 
Chinese | Chives 228.75 321.49 467.80 861.49 1.43787 1,366.76 1123577 
Bringal 402.56 435.87 600.30 450.18 516.63 yi 702.93 
Cucumber 606.61 730.18 310.00 458.33 843.23 1,946.58 1,365.31 
Bean string 186.37 271.43 307.26 480.30 721.58 "985.20 "790.12 
Yam bean 727.92 517.86 459.58 656.61 539.38 426.66 494.61 
IaUOy “See (ek cca te AMEN Pini 163.33 130.95 130.89 302.32 147.03 17.59 169.91 
DMS Chi dins Mtoat Annan | onic Wasi 2,492.85 3,074.21 4,614.20 5,769.21 6,549.06 05 9,366.88 
Total local vegetables .............. Byars) 21,355.06 22,855.83 30,805.30 36,817.13 41,990:23 70 52,308.23 
Animal Population of Hongkong 
Cattle & Buffaloes (working animals 970 i 

Dairy Cattle : 21300 eee area 

Pigs 47,860 Turkeys 1208 

Poultry 322,800 Goats Ente 

Ducks 107,000 Rabbits Hed 

Quail 82,800 uae 
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FINANCE & 


COMMERCE 


HONGKONG COMPANY REPORTS 


Wheelock Marden; 


Eastern Asia Navigation; 


Victoria Shipping; Indo-China Steam 


Navigation; Java Consolidated Estates; Local Printing Press; Shanghai Land Investment. 


WHEELOCK MARDEN &« CO., LTD. 


Mr. G. E. Marden, Chairman of the Company, stated 
at the annual meeting that the improvement in the freight 
markets of the world, which had begun last year, continued 
and that the tonnage values might be confidently termed 
strong at the moment. This has favourably affected the 
position of the company’s debtors. As a result, the company 
is now in most cases receiving larger remittances. Part of 
the Chairman’s speech is printed below: 

The energy and enterprise of Hongkong merchants and 
industrialists have enabled the Colony to share to the full 
in the benefit from improved world trade ccnditions even 
though business with the mainland continues to be hampered 
by political difficulties; and it may well be the fact that when 
such business becomes freely possible its importance to the 
livelihood of the inhabitants of Hongkong will be less than 
many have imagined. The pattern of our own trade has 
permanently changed owing to the prolonged closure of the 
old market. The effect of this situation cannot be met, 
however, by merchant and industrialist alone. I hope the 
government in all its functions will consider the paramount 
importance of local industry. Direct financial help has not 


tance. More attention should be given in livestock studies 
to local breeds and feeding. 

A permanent headquarters for the department should be 
erected at Lai Chi Kok. 

A small horticultural station should be «dleveloped on a 
site in the Fanling district. 

New agricultural centres should be set up in the Sha- 
taukok and Sai Kung peninsula areas and at Tai O in Lantau. 

The emergency quarantine station at Shek Wu Hui 
should become the permanent animal quarantine station for 
the New Territories. 

Additional quarters in the districts should be provided 
for subordinate staff of the Agricultural and Animal Indus- 
tries Divisions. 

Minor expenditure is necessary for farm and laboratory 
equipment. ° 

* * * * 


Part VIII 
CONCLUSION 


The Division of Agriculture & Animal Husbandry in 4 
years has made much progress in improving and extending 
crop and animal husbandry and in providing educational and 
advisory services for farmers. The stage has been reached 
when it becomes necessary to increase Staff and provide ad- 
ditional facilities to cope with the increasing demands on 
Government services. The two new Divisions of Agriculture 
and Animal Industries with the addition of staff and facili- 
ties proposed in this report, and working along the lines 
suggested, should be able to deal more effectively with cur- 
rent problems of concern to both farmers and Government. 


(End) 


been and may not yet be necessary but every aspect of the 
Colony’s finances should be considered in relation to this 
problem of keeping our people employed. Our manufac- 
turer may pay lower money wages than in some other coun- 
tries, but his initial capital costs him very much more, whilst 
the cost of his land and buildings would shock most of his 
critics. Government could do something to remedy one and 
much the other. I spoke last year of the easy money con- 
ditions prevailing and regret that it is not possible to repeat 
the statement. Paradoxically as it would seem to the man 
in the street we are most adversely affected by the credit 
squeeze in the U.K. whilst it was during the period of cheap 
money there that we suffered most from the tightness of 
funds. 


Mr. Marden then reviewed the activities of the 
pany’s principal investments: 

Dominion has continued its progress and increased its 
dividend to 73% for last year. Discussions are proceeding 
with important insurance interests with the object of ac- 
quiring a substantial part of our holding. If these discus- 
sions are brought to fruition it is anticipated that apart from 
a satisfactory disposal of something exceeding a half of this 
asset considerable additional business will accrue to the 
whole of our insurance side. It is not intended that any 
change in operation will take place as a result of the arrange- 
ment. 

Eastern Asia Navigation Co., Ltd. This subsidiary in- 
creased its dividend from 5 to 8 cents this year. Its funds 
are at present used in the financing of shipping properties 
but it should become the logical vehicle for such actual ship- 
owning activities as we may find it necessary to embark 
upon, bearing in mind our joint responsibilities to our other 
owner constituents. 

Shewan Tomes & Co. Ltd. This merchanting subsidiary 
has suffered from reduced business both in the Colony and in 
Singapore and we are in the course of making changes in 
its direction and management. 

Cornes & Co. Ltd. The considerable overhead cost of 
doing business in Japan has limited the contribution which 
this company is able to make to the Group, although these 
costs have been recently pruned. It is, however, an essen- 
tial part of our Far Eastern organisation, supplementing as 
it does many of our other activities, and it does more than 
merely pay its way. Its London subsidiary continues the 


com- 


satisfactory course of the last two years. Mr, P. Hewett 
has been appointed resident director in Japan. 
Whites Shipyard (Southampton) Ltd. continue to be 


fully employed and I feel that an extract from a letter to 
its Managing Director from the Controller of the Navy 
may interest you: “The whole personnel of the Yard have 
been most co-operative and helpful and there is obviously 
a keen sense of craftsmanship and I would like you to know 
how much the Navy appreciates the work that you and your 
people put into these ships.” 

Victoria Shipping, Tug & Lighter Co. Ltd. This, one 
of our founding subsidiaries, has not been further developed 
during the year, its funds being employed in the parent Com- 
pany’s business. 

Commercial Investment Co. Ltd. This subsidiary has 
now been enabled to resume normal business and has made 
very satisfactory progress. 

Far East Aviation Co. Ltd. 


remained inactive. 
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B. D. Cooke & Partners Ltd. This company, its sub- 
sidiavies and its two Associates—Underwriting Management 
Agency and Agency Managers Ltd—have continued their 
most satisfactory development under Mr, B, D. Cooke and 
we look upon them as continuing to be very promising in- 
deed. 

Metal Industries Corporation Ltd. has raised new capi- 
tal during the year. Its shipbreaking business and its Cco- 
operation with its associate Hongkong Rolling Mills Ltd. are 
both progressing at an increase | tempo. 

Allied Investors Corporation Ltd. This company’s funds 
are largely invested in the Hongkong & China Gas Co. Ltd. 
which I shall mention later. 

The Textile Corporation of Hongkong Ltd. After a 
period of difficulties affecting all local mills this concern is 
now in common with other textile manufacturers enjoying a 
period of brisk demand for its product. The uncertainty 
regarding a possible new level of raw cotton prices no less 
than difficulties in avoiding wide fluctuations and regular 
supplies are factors which we have constantly in mind. 

Far Eastern Prospecting & Development Corporation 
Ltd. is proceeding with investigations into the development 
of the known beryllium deposits in the Colony. It is un- 
likely that even if found workable they will prove to have 
more than a reasonable commercial value, 

Yangtsze Finance Co, Ltd. has again had a satisfactory 
year but it would seem that the individuality of the local 
investor makes an investment trust company less appealing 
here in the Colony than is the case in many parts of the 
world. 

With regard to Hongkong Realty & Trust Co. Ltd. my 
remarks at its 1ecent Annual General Meeting are doubtless 
fresh in your minds—it continues its notable contribution 
to the real estate world of the Colony. 

Hongkong & China Gas Co. Ltd. now has its own Mana- 
ger and our own task has accordingly been somewhat lighten- 
ed. It seems likely under new circumstances which have 
arisen that the investment may now be considered a long 
term one. 

John D. Hutchison & Co. Ltd. continues to advance 
and you will observe the broadening of its activities. Its 
joint exploitation, together with ourselves, of the Timber 
operation in Sarawak under the management of Montague 
Meyer Ltd., which I reported to you last year, has proved 
unprofitable and in other respects unsatisfactory and our 
activities there have recently been sharply curtailed. It is 
proposed cither to maintain a skeleton organisation on the 
spot or to withdraw from active logging. The shipping side 
of the operation will continue—at any rate for the time 
being. 

K. O. Boardman Marden & Co., Ltd. Leigh Manufac- 
turing (Holdings) Ltd. have widened their scope of opera- 
tions and acquired the old established firm of Baerlein 
Brothers Ltd. together with W. Stembridge & Sons Ltd. of 
Leeds. Both in itself and in respect of joint business oppor- 
tunities we look to our association with the interests of Mr. 
K. 0. Boardman as affording that close contact with the 
United Kingdom merchants and manufacturers in their par- 
ticular lines which is so valuable. 


Our interests on the Mainland remain at a low ebb. 
The situation has definitely worsened. We are now not per- 
mitted to use toca] funds accruing to one company to pay 
the obligations of another. Unreasonable demands are being 
made in respect of “repairs” and the stage is obviously being 
set for the comedy of the so-called freely negotiated ex- 
change of valuable properties in cancellation of so-called 
debts. We propose to continue to maintain our position 
that the properties if removed from us will have been ex. 
propriated. 

Turning to the Accounts, so far as Fixed Assets are 
concerned the appreciable changes consist in the reduction 
in the value of Land & Buildings due to the sale of resi- 
dential property no longer required. Investments in asso- 
ciated and other companies reflect largely purchases of 
shares in the Hongkong & China Gas Co. Ltd. In current 
assets the amount due from subsidiaries represents an ad- 
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Economic REVIEW 


vance of $1,100,000 to Shewan Tomes & Co. Ltd., the re- 
mainder being due to temporary financing. The amount due 
from associated companies shows a substantial increase and 
is due to the financing of the activities of certain of our 
associates—our bankers having arranged our own facilities 
with that end in view. Shipping Loans. The figure for 
Japan ($37,672,038), although showing a net reduction of 
some nine lakhs has been reconstituted in respect of certain 
changes in our debtor clients and since the close of the year 
has been further reduced by $2,500,000, in respect of 
principal whilst some $2,000,000 has also been received for 
interest. 

The increase in the figure for Hongkong represents new 
business during the year and since its close it has increased 
by an amount of $12,150,000 to a total of $17,000,000. 
The fleet remains unchanged but s.s. Nigelock grounded and 
capsized off Foochow in March 1955. Underwriters had not 
accepted our notice of abandonment on March 31, but the 
claim is now in course of settlement. On the liabilities side 
Sundry Creditors and Provisions, although little changed in 
amount has undergone some changes in composition and 
contains certain specific provisions. The Bank overdraft 
($12,862,286) appears again in considerable size and pro- 
vides funds for the financing of our associates to which I have 
referred and was otherwise required owing to the increased 
tempo of our business. 

With regard to the Profit & Loss Account the trading 
profit is again lower but there is a large increase in outside 
dividends and interest. This is largely due to receipts from 
our shipping debtors and the figure may be expected to con+ 
tinue high. As I foreshadowed last year there is a sub- 
stantial reduction in profit on the sale of investments. The 
expense side calls for no comment. The balance carried for- 
ward is increased by some seven lakhs to $3,859,118. 


EASTERN ASIA NAVIGATION CO., LTD. 


The Eastern Asia Navigation Co. Ltd. announced a 
dividend of eight cents per share. The Chairman, Mr. G. E. 
Marden, said at the annual meeting, “The arrangements re- 
garding certain of the shipping loans to which I referred 
when we last met continued to operate satisfactorily through 
out the year, but shortly after its close one of the vessels 
subject to it stranded and she has not yet been refloated. 
It is not anticipated however that any further provision will 
be required in that respect whether or not the current salvage 
operations are successful. Since the year’s end an amount 
of some $1,900,000 has been received in respect of repay- 
een of loans and $250,000 of the amount due from sundry 
ebtors. 


VICTORIA SHIPPING CO. 


Mr. G. E. Marden, Chairman of the Victoria Shipping 
Co., said at the annual meeting, that as the Company’s pro- 
perty in Shanghai had been seized on the ground of in- 
sufficient title, there was no loss on property working this 
year. Representations, however, had been lodged in Peking 
by the British Charge d’Affaires. The Company’s surplus 
funds were deposited with the parent Company and almost 
the only income consisted of interest. A dividend of $3 
on 26,007 ordinary shares was announced. 


INDO-CHINA STEAM NAVIGATION CO. 


. At an extraordinary general meeting a resolution amend- 
ing. the Company’s Article of Association by ipa 
limit in the amount which the Directors of the company 
might borrow was adopted. The new amendment empowered 
the directors to borrow an amount up to £2,231,505 which 
is three times the amount of the issued and paid-up share 
capital of the Company. The Directors’ borrowing powers, 
which were authorised in 1906, were limited to the amount 
of the issued capital. This means that to-day the Company 
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cannot borrow more than £743,835 which is quite inadequate 
under present conditions. The proposed new limit of 
£2,231,505 is in fact only equivalent to about one-third of 
the value of the Company’s fleet. The replacement cost of 
bees to-day would indeed amount to more than £10 
million. 


The Company’s main trading up to the last war was 
largely centred around its China coastal and river services. 
The geographical nature of these trades necessitated vessels 
of restricted capacity, length and draft. When the com- 
pany withdrew from these operations it was necessary to 
replace highly specialised tonnage with larger vessels suitable 
for ocean trading. 


JAVA CONSOLIDATED ESTATES, LTD. 


The sale of Passawahan Estate for Rps. 161,500 was 
reported by the Directors of Java Consolidated Estates, Ltd., 
at the first annual meeting of the Company held early this 
month. The accounts submitted were for the year ended 
December 31, 1954. The Directors report states that the 
Company was incorporated on November 22, 1954, for the 
purpose of amalgamating the following Hongkong companies. 
—The Anglo-Dutch (Java) Plantations, Ltd., Java Consoli- 
dated Rubber & Coffee Plantations, Ltd., Kroewoek Java 
Plantations, Ltd., and Ziangbe Rubber Co., Ltd., and of ac- 
quiring the business, assets, and undertakings of N.V. Cul- 
tuur en Mijnbouw Mij. Burix, a Java company, formerly own- 
ed by The Rubber Trust, Ltd. The effective date of acquir- 
ing the assets of the first four Companies was from January 
1, 1954, and that of the last from September 1, 1953. As 
a result of the amalgamation, the Company now owns the 
whole of the issued share capital of the following subsidiary 
companies, all of which are registered in Java, Indonesia — 
N.V. Banjoemas Landen, N.V. Cultuur en Mijnbouw Mij. 
Burix, N.V. Goenoengsarie-Pengoeloeran Estates Ltd., N.V. 
Kroewoek Estates Ltd., N.V. de Passawahan Rubber Mij, and 
N.V. Cultuur Mij. Soember Mas-Kali Padang. 


Passawahan Estate has since been sold, but the other 
three estates, Bandoeardjo, Kali Padang and Kroewoek, which 
have not been re-possessed are in the hands of squatters, 
and it is reported that all the rubber areas on them have 
been almost completely destroyed. It would seem unlikely 
that these Estates will ever be recovered, or if they are, 
that they will have any intrinsic value to the Company. Rov- 
ing bandits interfered with production on some estates, but 
on the whole the labour force was fairly settled, and the 
crop amounting to 3,614,186 lbs. was not far short of the 
estimates. The crop was produced at an average cost of 
Rps. 2.27 per lb., and sold at an average price of Rps. 2.66 
per lb. Capital expenditure totalled Rps. 281,362.45. The 
sale of Passawahan Estate, resulted in a capital loss of Rps. 
4,770.19, which had been written off. There had also been 
written off in respect of Passawahan Estate, Rps. 135,746.51 
for reconstruction expenses. 


The net profit from subsidiary companies foy the period 
amounted to Rps. 574,559.47, but after writing off Rps. 148- 
994.68 for reconstruction expenditure, Rps. 120,133.72 for 
additional expenditure and adjustments to sundry accounts 
in respect of previous financial periods, Rps. 4,770.19 for 
capital loss on Passawahan Estate, and allowing Rps. 13,319.74 
for a credit balance on Profit and Loss Account brought 
forward from previous years, there remained a surplus of 
Rps. 313,980.62 which would be carried forward to, the en- 
suing year. Under the existing exchange regulations of 
Indonesia. only a limited amount of the net profits of the 
subsidiary companies was permitted for remittance to the 
parent ~ompany, Java Consolidated Estates Ltd. At date of 
the Report, no remittance had been received in respect of 
the year ended December 31, 1954. Under the _ circum- 
stances, it would be unwise to take into the profits of the 
Hongkong company any profits made by the subsidiary com- 
panies until they have been actually received. For this rea- 
son none of the profits of the Java companies for 1954 ap- 
peared in the Profit and Loss Account of Java Consolidated 
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Estates Ltd. The account was limited therefore to expendi- 
ture and revenue in Hongkong from the date of incorpora- 
tion of the Company to December 381, 1954, resulting in a 
net loss of HK$736.26. However. the Chairman stated that 
the company expected to receive remittances from the sub- 
sidiary companies in the near future totalling approximately 
HK$85,000, being dividends declared by the subsidiary com- 
panies in respect of the financial year ended December 31, 
1954. As soon as sufficient remittances are received the 
company will announce an interim dividend. 


LOCAL PRINTING PRESS, LTD. 


A record “low” in turnover and profit from the printing 
department, and a record “high” for the company as a whole 
—dcrived from its investments in Hongkong property—was 
reported by Mr. B. W. Bradbury, Chairman, at the annual 
meeting of the Local Printing Press, Ltd. The nett profit 
for the year ended June 1955 is $1,399.944.96 which to- 
gether with $98,960.10 carried forward from last year and 
$33,091.00 overprovided for Corporation Profit Tax 
1955/56 leaves $1,.531,996.06 available for appropriation. 
During the year the company purchased another property. 
namely No. 22 Ice House Street. The company plans to 
modernise the whole building, add a new wing and make the 
upper floors suitable for offices. The company’s property 
department continues to make excellent progress. Since the 
last war it has acquired fouy valuable properties, namely; 
Printing House, Caxton House, Stanhope House and Basker- 
ville House, three of which are situated in the city centre. 
The total assets of $7,094,882.07 show an increased value 
of $669,987.07 after allowance for appropriate depreciation. 
The company’s subsidiary, Ye Olde Printerie Ltd., continued 
to handle a large volume of business and is showing very 
satisfactory results. 


SHANGHAI LAND INVESTMENT CO., LTD. 


At the 61st Annual General Meeting of the Shanghai 
Land Investment Co., Ltd.. Mr. H. Kadoorie, Chairman of 
the Board of Directors, stated that the accounts for the 
year 1954 showed a loss of $658,306.04. Rents in Arrears 
are a perennial problem. The figures continue to mount 
and at the end of the year stood at Y7,003.608,045. Total 
rent collected for 1954 amounted to Y7,487,871,069. Re- 
porting on conditions in Shanghai, Mr. Kadoorie said inter 
alia: We are seriously worried about the condition of all 
our properties. The question of repairs is an urgent and 
serious matter made much more difficult by the Government’s 
insistence on “overall” repairs for which purpose we do 
not have the funds. The outlay for repairs in 1954 amount- 
ed to Y4,192,511,698. Recently there have been further 
demands. . Land companies are told that repairs must be 
made, if not, tenants may not pay rent and more fines at 
fabulous rates are imposed. What is worse, even in cases 
where rent has been collected in full, after deducting taxes 
paid thereon, both land and income, there is insufficient to 
meet repairs, which charge cannot be deducted from income 
for tax purposes. In other words, repairs are treated as a 
capital expense. 


It is obvious that more anil more properties will be 
appropriated and that, in the near future, all the Company’s 
assets will probably be taken into Government control. Davies 
Building and the Liberty Apartments have been taken into 
custody by the Government on the grounds that our owner- 
ship documents are not fully proved. We were unable to 
pay all taxes and fines during 1954 and the total outstanding 


-amounted to Y6,862,367,000 on 31st December, 1954. A 


fine of }% per day is imposed on unpaid taxes. Our indebt- 
edness to the Government therefore increases daily. Our 
efforts in appealing to the Courts to enforce judgment for 
the collection of back rentals due over the past several 
years have: not been sugcessful. 
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HONGKONG EXCHANGE 
MARKETS 


For the week of 16th to 21st January 
1956. 


U.S.$ 

Be Pt Notes Notes 

Jan High Low High Low 
16 $589 588% 585% 58456 
17 589 hy 58914 58614 58514 
18 589ky 589 586% 585%, 
19 589 hy 589% 587% 5854s 
20 559% 58854 586%) 58644 
21 589 5883, 58654 58614 

D.D. rates: High 587% Low 586%. 


Trading totals: T.T. US$2,480,000; 
Notes cash US$420,000, forward US$ 
1,920,000; D.D. £$380,000. In the 
Notes market, position taken averaged 
US$2 million per day; rates advanced 
on exhausted stock and change over 
interest favoured buyers at HK$8.51 per 
US$1,000. In the T.T. sector, demand 
was also strong. Offers from Japan, 
Korea, Philippines, and Indochina were 
slightly decreased. In the D.D. sector, 
the market remained quiet. 

Yen: There was no trading record- 
ed in forward; change over interest 
favoured buyers at HK$10.29 per 100,- 
000. Cash quotation was HK$1,475 per 
Yen 100,000. 

Far Eastern Exchange: Highest and 
lowest rates per foreign’ currency unit 
in HK$: Philippines 1.835—1.785, 
Japan 0.0145—0.vu1435, Malaya 1.88, 
Indochina 0.0671, Thailand 0.271— 
0.266. Sales: Pesos 390,000, Yen 105 
million, Malayan $320,000, Piastre 11 
million, Baht 6 million. The market 
was quiet, and the drop of Peso levelled 
off at HK$1.80. 

Chinese Exchange: People’s Bank 
notes remained at HK$1.60 per Yuan. 
Taiwan Dollar notes at HK$155—153 
per thousand and remittances at 148— 
145; market was very quiet. 

Bank Notes: Highest and lowest 
rates per foreign currency unit in HK$: 
England 15.70—15.67, Australia 12.25, 
New Zealand 13.63—13.62, Egypt 15.20, 
South Africa 15.47—15.35, India 1.185 
—1.1775, Pakistan 0.89, Ceylon 0.93, 
Burma 0.65—0.63, Malaya 1.84-—1.837, 
Canada 5.85—5.845, Philippines 2.005 
—1.9675, Macao 0.99—0.97, Switzer- 
land 1.35, France 0.0146—0.01445, In- 
dochina 0.0715—0.0705, Indonesia 0.16, 
Thailand 0.262—0.261. 


GOLD MARKET 


Jan. High .945 Low .945 Macao .99 
16 $254% 2543¢ Low 264% 
17 255 254% 264% High 
18 254% 254% 

19 264% 254% 
20 25434 25414 
21 2545 254% 


The opening and closing prices were 
both $2542; the highest and lowest were 
255 and 2548. The market remained 
quiet and the fluctuation small. In- 
terest for change over in forward fa- 
voured sellers at 10 HK cents per 10 
taels of .945 fine. Trading totalled 
31,200 taels or averaged 5,200 taelg per 


Positions taken averaged 19,200 

Cash sales amounted to 
(3,750 listed and 14,300 
Imports came from Macao 


day. 
taels per day. 
18,050 taeis 
arranged). 


and totalled 15,000 taels. One ship- 
ment of 48,000 fine ounces arrived 
Macao last week. Exports totalled 


15,500 taels (4,500 to Singapore, 5,500 
to Indonesia, 2,500 to Indochina, 1,500 
to Rangoon, 1,000 to India, 500 to 
Korea). Differences paid for loca] and 
Macao .99 fine were $12.30—12.20 and 
12.00—11.80 respectively per tael of 
.945 fine. Cross rates were US$37.76 
—37.74; 16,000 fine ounces were con- 
tracted at 37.75 C.LF. Macao. 


Silver Market: Market was very 
quicit. 400 taels bar silver were traded 
at HK$6.15—6.13, 500 $ coins at 3.97 
—3.96, and 1,000 20-cent coins at 3.03 
—3.02 per 5 coins, 


HONGKONG SHARE 
MARKET 


Trading in the local stock exchange 
market on Monday, Thursday and Fri- 
day was limited to a small number of 
popular shares. The volume of busi- 
ness exceeded $1 million only on Tues- 
day. The turnover for the week 
amounted to $3.40 million; about half 
a million less than that for the previous 
week. The slow down in business was 
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not due to any shortage of funds. On 
Thursday, the general managers of the 
HK and FE Investment Company an- 
nounced that the offer of 125,000 $10 
shares at $11 each was oversubscribed 
by more than four times. There was 
also no hesitation among local investors 
in buying the new Ford stock offered 
on the American market. 


HK Banks, which lost $20 during the 
previous week, continued to drop from 
1780 to 1755 but later recovered slight- 
ly to 1760. Union Ins. improved from 
992.50 to 995 but eased to 990 on Fri- 
day. HK Wharves reached 70 on Tues- 
day but slipped to 68 at the end of the 
week. Wheelocks, Providents, Hotels, 
Lands, Realties, Yaumatis, Telephones, 
Dairy Farms, and Amal. Rubber regis- 
tered steady demand with prices fluc- 
tuating within narrow limits. Electrics 
were very popular throughout the week; 
on Tuesday, over 6,000 shares were 
transacted including 2,000 at $44, but 
at the end of the week it eased to 43.25. 
Other shares which reached higher level 
on Tuesday but declined later were: 
HK Docks to 33.25, Trams to 24.60, 
Lights (0) to 22.60, Cements to 37, 
and Nanyang to 8. 


Shares Jan.13 Jan. 20 Up or Down 
HK Bank 1780 1760 ~—$20 
Union Ins. 992.50 990 b ~$2.50 
HK Wharf 69.50 s 68b —$1.50 
Wheelock 8.25 8.40 +15¢ 
Provident 15.40 15.20 —20¢ 
HK Dock 82.75 33 +25¢ 
Hotel 17.50 s 17.405 —id¢ 
Land 62.50 62 —bo¢ 
Realty 1.975 s 1.975 8 steady 
Trams 24.30 24.30 steady 
Yaumati 105 106 +$1 
Light (0) 22.50 22.30 —20¢ 
Light (n) 16.70 16.80 3 +10¢ 
Electric | 42.75 43.25 +50¢ 
Telephone 33.25 33 —25¢ 
Cement 36.75 36.50 —25¢ 
Dairy Farm 19.10 18.90 —20¢ 
Yangtsze 6.65 b 6.65 b steady 
Watson 13.10 13.20 +10¢ 
Nanyang 7.85 n 7.90 s + 5¢ 
Textile 5.70 5.60 ~-10¢ 
Amal. Rubber 1.975 1.95 —2%¢ 


Monday: The market was generally 
dull and apart from Electrics which 
tacked on further gains prices were 
virtually unchanged. The turnover for 
the day was approximately $800,000. 
Tuesday: In moderate trading, prices 
tended to fluctuate either way but with- 
in narrow limits. Yaumatis, Docks, 
Lands and Electrics tacked on fresh 
gains although the latter closed below 
the day’s best level on light scale 
profit-taking which set in during the 
morning session after the market. had 
opened _ steadily. There was little 
change during the afternoon session. 
The turnover for the day amounted to 
approximately $1,070,000. Wednesday: 
The market was quiet during ithe half 
day session with price changes negli- 
gible in the few bargains made. The 
turnover amounted to approximately 
$390,000. Thursday: Trading was on a 
light scale; the turnover amounted to 
approximately $580,000. Consequently 
there were practically no changes in 
rates although Wheelocks showed some 
Improvement on renewed enquiry. H.K. 
Banks were also firmer closing at $1,765, 
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Elsewhere the market was featureless. 
Friday: The market remained quiet on 
the closing day of the week with price 
changes few and small. The turnover 
amounted to approximately $560,000. 


LAST WEEK’S CLOSING RATES 


H.K. Govt. Loans 
344% Loan (1934 & 1940), 93% 
34%4% Loan (1948), 93 b. 


Banks 
H.K. & S. Bank, 1755 b; 1765 s; 1760 sa. 
H.K. & S. Bank (Lon. Reg.), £98 nom. 
Chartered Bank, 44/- nom. 
Bank of East Asia, 238 nom. 


Insurances 
Union Ins., 990 b. 
Lombard Ins., 57 b. 
China Underwriters, 9.40 nom. 


Investment Companies 


Allied Investors, 5-45 b; 5.60 s. 
Yangtsze Finance, 6.65 b. 
Shipping 
Douglases, 255 nom. 
Indo Chinas (Pref.), 15 nom. 
Indo Chinas (Def.), 41 nom. 
U. Waterboats, 24 nom. 
Asia Nav., 1.05 b. 
Wheelocks, 8.40 b; 8% s; 
Docks, Wharves, Godowns, 
H.K. & K. Wharves, 68 b. 
Sh. Hongkew Wharves, 14 s. 
H.K. Docks,-32%4 b; 33 s; 33 sa. 
China Providents, 15.10 b; 15.30 s; 15.20 sa. 
S’hai Dockyards, 1.425 b. 
Mining 
Raub Mines, 34% nom. 
H.K. Mines, 6c b; 6c sa. 


Lands, Hotels & Bldgs. 


H. & S. Hotels, 17.20 b; 17.40 s. 
H.K. Lands (Old), 61 b; 62 s; 62/61%4 sa. 


nom. 


84,/.40 sa. 
Etc. 


H.K. Lands (New), 59% nom. 

Shai Lands, 1.10 b; 1.20 s; 1.125 sa. 
Humphreys (O), 19.70 nom. 
Humphreys (N), 19 nom 

H.K. Realties, 1.925 b; 1.975 5 
Chinese Estates, 280 nom. 


Pablic Utilities 
H.K. Tramways, 24.30 b; 24.40 s; 24.30 sa. 
Peak Trams (F. Pd.), 75 nom. 
Peak Trams (Partly Pd.), 40 nom. 
Star Ferries, 134 b. 


Yaumati Ferries, 105 b; 107 3s; 106 sa. 
China Lights (F. Paid), 22.30 b; 22.40 s; 
22.30 sa. 

China Lights (P. Paid), 16.80 s. 


H.K. Electrics, 43 b; 43% s; 48% sa. 
Macao Electrics (Old). 9.40 b; 9.60 s. 
Macao Electrics (New), 8.20 b. 
Sandakan Lights, 8' nom. 
Telephones, 32% b; 33 sa. 
Shanghai Gas, 90¢ nom. 

Industrials 
Cements, 3644 b; 361% s; 86% sa. 
H.K. Ropes, 15 b. 
Metal Industries, 2 nom. 

Stores &c. 
Dairy Farms, 18.70 b; 19 s. 
Watsons, 13.20 b; 138.40 s. 
L. Crawfords, 3544 nom, 
Cald. Macg. (Ord.), 3314 
Sinceres, 1.80 b; 2 s. 
China Emporium, 9.40 nom. 
Sun Co., Ltd., 1.60 nom. 
Kwong Sang Hong, 169 b; 
Wing On (HK), 54 b. 

Miscellaneous 
China Entertainments, 1842 nom. 
International Films, 20¢c nom. 
H.K. Constructions, 6 nom. 
H.K. Constructions (Fully Pd. 1955), 4.90 nom, 
Vibro Pilings, 23.60 nom. 
Marsman Investments, 6/- 
Marsman (H.K.), 65¢ nom. 


Cottons 


nom. 


171 sa. 


nom. 


85¢ nom. 
5.55 b; 5.60 s; 
7.90 3) 


Ewos, 
Textile Corp. 
Nanyang Mill, 


5.55/.60 sa. 
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HONGKONG AND FAR EASTERN TRADE REPORTS 


Trade Restrictions: As from February 
1 1956, shipments of HK products to 
JAMAICA must be covered with certi- 
fied invoices. IRELAND enforced re- 
striction on imports of manufactured or 
semi-manufactured footwear including 
canvas and rubber shoes. SUDAN now 
permits free imports of bleached or un- 
bleached damuria, coffee, yarns and 
threads, radio sets and accessories, ma- 
chinery, auto parts and tyres, insecti- 
cides, lumber, ink, newsprint, electric 
bulb for domestic use, ete. UNION 
OF SOUTH AFRICA enforced import 
duty on infant footwear (30% ad 
valorem or 2/6d per pair, plus addi- 
tional 20% for registration duty) and 
yaised import duty on cotton textiles. 
US fixed the import quota of fire- 
crackers from HK and Macao at 
US$850,000 for 1956. THAILAND 
suspended the import of umbrella and 
enamelware. 

China Trade: China and Egypt agreed 
to exchange 45,000 bales of Egyptian 
cotton, worth £5 million, for 60,000 
tons of steel products and substantial 


quantities of tea, tobacco, soya- 
beans, porcelain, silk, wire, plywood, 
bicycle, peppermint, etc. from China. 


Ceylon agreed to import 35,000 tons of 
flour from China as part of the payment 
to cover China’s trade deficit of about 
£32 million with Ceylon. A French 
trade mission passed HK last week en- 
route to Peking. In the Far East, 
China ousted Japan in the bicycle trade 
in Malaya. China’s imports from India 
in 1955 showed an improvement of 
650% over 1954; exports to India in- 
creased by 850%. During the first 10 
months in 1955, export to India con- 
sisted mainly of raw silk, cassia lignea, 
cocoons, and other China _ produce. 
Shipments during the past two months 
included steel products, chemicals, 
newsprint and _ other industrial pro- 
ducts. To the local market last week, 
China sent more cotton  piecegoods. 
Leathers manufactured in Canton were 
offered to local dealers. China’s pur- 
chases from here remained inactive in 
spite of numerous enquiries for metals, 
tie ed and industrial chemi- 
cals, 


Taiwan Trade: According to a Taipei 
report, Taiwan’s 1955 production tar- 
gets for following items were exceeded: 
sugar by 25.8%, cotton yarn by 14.5%, 
cotton piecegoods by 63.9%, wood pulp 
by 8.2%, caustic soda by 9.38%, fuel by 
20%, cement by 7.3%, salt by 31.6%, 
mild steel bars by 30%, and aluminium 
ingots by 16.7%. Taipei readjusted 
export prices for tea on January 13. 
New prices per pound in US currency 
ave: black tea FOP 34c, BOP 30c, OP 


Rubber, etc. Companies 


Amal. Rubber, 1.90 b; 1.925 sa. 
Ayer Tawah, 5.60 nom, 
Java-Consolidated Estates, 1.075 nom. 
Langkat, 24% nom. 

Rubber Trust, 234 nom. 

Shanghai Kelantan, 1.35 

Shanghai Sumatra, 344 nom. 


Sungala, 3.85  noin. 


28c; green tea Chunmee 30c, Sowmec 
26c, Gunpowder 34c. From the local 
market, Taiwan made selective  pur- 
chases of paper, pharmaceuticals ani 
industrial chemicals. Taiwan sugar con- 
tinued to reach here during the week. 

Japan Trade: Tokyo is considering to 
yvelax import control and to abolish the 
opening account system in her trade with 
S.E. Asia. Leading Japanese shipping 
companies commenced regular sailings 
to the China mainland ports towards the 
end of last yar; more companies are 
planning to join the competition short- 
ly. Japan’s exports of cement last year 
totalled 1,232.000 tons with S.E. Asia 
as the leading buyer. This year, Japan 
decided to import 1.4 million tons of 
metal scraps mainly from US. In the 
local market, Japan purchased more oil 
seeds and metal scraps. 

Korea Trade: The 6th period foreign 
exchange amounting to US$3.5 million 
was allocated last week. Seoul also in- 
vited tenders for the supply of lumber, 
cement, steel bar, etc. The considerable 
number of enquiries reached here from 
Seoul during the week indicates better 
business in the near future. 

Indonesia Trade: Djakarta resumed 
to accept applications for imports of in- 
dustrial equipment under credit ar- 
rangements. More letters of credit 
yveached here from Indonesia recently; 
cargo movements from HK to Indonesia 
were accelerated after the New Year 
holidays. Orders from Djakarta covered 
an extensive range; leading items were 
textiles and knitted goods. Djakarta 
was considering to import more news- 
print to relieve the acute shortage 
there. 

Thailand Trade: Bangkok and Tokyo 
were negotiating a new rice deal. Mean- 
while, the Thailand-HK-Japan triangular 
trade remained active. 

Indochina Trade: Saigon enforced 
more rigid inspection of imports from 
HK; any goods of Chinese origin but 
declared! as other origins were subjected 
to fines or returned to HK. Shipments 
between HK and Vietminh improved re- 
cently: more farm produce and coal 
reached here; in return, HK sent more 
textiles, knitted goods, pharmaceuticals, 
chemicals, fertilizers, ete. 

Philippine Trade: Following the al- 
location of more import foreign ex- 
change in Manila, enquiries for cotton 
yarn, textiles, enamelware, torchlight, 
etc. reached here last week. Meanwhile, 
several barter deals were concluded 
between local dealers and their connec- 
tions in Manila. 

Burma Trade: Rangoon resumed to 
accept import applications for textiles 
and knitted goods, and was considering 
to relax the import contro] on essential 
commoiities. More cnquiries reached 
here from Rangoon during the week 
indicating better HK-Burma trade in 
the near future. 

Other Countries: INDIA is buying 
torchlight and is planning to export 
30.000 tons of groundnut cake during 
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the Ist quarter 1956. SINGAPORE 
enquired for wheat flour in the loca 
market last week: negotiations were 


pending 

China Produce: Teasecd oil advance 
sharply under heavy purchases by 
Europe; wood oil was firm on loca 
and Japanese demand; peppermint oil 
registered light sales to India anc 
Malaya at steady prices; while citronella 
oil veceded slightly due to liquidation 
offers from speculators; and aniseed oi 
dipped because of cheaper offers for 
Vietnamese cargo. Hemp seed and 
sesame were favoured by Japan; trad- 
ing in sesame was centred on the low 
quality goods when the high quality 
cargo dwindled. Grecn pea was bought 
by India, white pea by Japan, and black 
bean by local soy manufacturers. 
Groundnut kernel attracted keen buy- 
ing interest from Japan, Australia anid 
local mills, but prices failed to improve 
under abundant supply. Cassia hgnea 
was favoured by Japan and Europe at 
unchanged prices; unscraped cassia of 
Vietnam origin registered shipments to 
U.S. and broken cassia was bought by 
Europe. Aniseed star of Vietnam origin 
recorded some turnovers but the price 
remained weak. Tea turned active but 
prices were unable to recover; turmeric 
was enquired for by Africa but there 
was no stock to meet the demand; dried 
chilli was heavy in supply; and jute was 
barely steady due to the lack of de- 
mand. Teaseed cake improved on higher 
cost and continuous absorption by S.E. 
Asia. Galangal was favoured by India 
and Middle East, both at easier prices. 
India enquired for rvealgar and Japan 
for dried albumen and egg powder yolk. 
Gypsum was favoured by Vietnam and 
Singapore, while antimony turned active 
on local demand. 

Metals: Market during last week 
ruled active and prices of many items 
advanced on higher indents. Mild steel 
plate was active at improved prices; 
mild steel round bar registered brisk 
sales to Pakistan and Okinawa; mild 
steel angle bar scored gains on low 
stock and higher indent as well as better 
local demand. Tin vemained firm and 
tin plate waste waste was active under 
local buying support. Black plate waste 
waste improved on increased local de- 
mand and dwindled stock. Galvanized 
iron pipe was first frm under Okinawa 
purchases but vec.ded later due to new 
arvivals; galvanized iron wire netting 
dropped on account of heavy stock; gal- 
vanized ivon sheet was active in local 
sales and the thin varicties scored sharp 
advances because of short supply; cor- 
rugated yvalvanized iron sheet also re- 
covered despite weak demand: and new 
arrivals. Steel wire rope was favoured 
by Thailand and Indonesia; iron wire 
nail of Chinese origin declined under 
selling pressure; while wire rod turned 
brisk on purchases by local factories. 
Copper sheet noted better export de- 
mand but higher cost and low buying 
offer curbed the business. Brass sheet 
and aluminium sheet advanced on higher 
cost while metal seraps scored further 
gains. Exports of metal scraps to 


Japan last year averaged about 3,000 
tons per month. 

Paper: Local demand was better than 
export sales last week. Many enquiries, 
however, were received from Korea and 
other sources. Korea remained keen 
in MG white sulphate, woodfree print- 
ing M.G. pure sulphate, and unglazed 


kraft. Newsprint in reels was active 
with local demand and orders from 
Korea; in spite of higher American 


indents, prices failed to improve on ac- 
count of the heavy arrival from China. 
Items which enjoyed steady local de- 


mand included duplex board, pitched 
kraft, art printing, poster, manifold, 
MG cap, bond, straw board, and MG 


ribbed kraft. 

Industrial Chemicals: The week start- 
el with strong demand from Korea 
but by the end of the week many trans- 
actions were still under negotiation. 
Formalin attained a new high level on 
steady demand from Korea and Taiwan 
while stock dwindled; linseed oil firmed 
up on better export demand and higher 
price on the international market; 
stearic acid drew keen buying interest 
from Taiwan and low stock stimulated 
the price. Acetic acid (78/80%) re- 
mained firm on short supply and in- 
creased cost. Shellac and gum copal 
were favoured by Taiwan. Korean pur- 
chases also included tartaric acid, 
barium chloride, magnesium sulphate, 
red phosphorus, paraffin wax, and 
aluminium hydroxide. Sodium cyanide 
was barely steady; gum arabic was 
weak; zinc oxide remained sluggish in 
spite of higher indent; sodium nitrate 
and oxalic acid both turned bearish on 
account of heavy stock, Korea also 
enquired for titanium dioxide and citric 
acid, 

Pharmaceuticals: Prices registered 
insignificant fluctuations. Enquiries 
were received from China for sulfani- 
lamide powder, PAS powder and quinine 
sulphate, but no business was concluded. 
Chloroform remained a favourite to 
Taiwan; amidopyrin, saccharine crystal 
and quinine ethylearbonate were bought 
by S.E. Asia; and vitamin preparations 
dvew keen demand from Vietnam. 
Local demand also covered calci-ostelin, 


sulfathiazole powder, ascorbic acid 
powder, gum tragacanth powder, gum 
acacia, dihydro-streptomycin, caffeine 


alkaloid, phenacetin, DDT powder, and 
saccharum lactose. 

Cotton Yarn & Textile: The cotton 
yarn market here last week was slow, 
possibly duc to the increasing penetra- 
tion of Pakistan and Indian yarns into 
the S.E. Asian market. Prices in the 
local market, however, remained firm 
as nearly all the local mills were fully 
booked to the end of April. The cotton 
textile market started with brisk Indo- 
nesian purchases and UK orders but 
turned sluggish in the latter part of the 
week when only small orders were con- 
cluded. More textiles reached here 
from China at the end of the week. 

Rice: The rice market during the 
week was active; prices were low on 
account of heavy arrivals and marked- 
down Thai indents. 
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Wheat Flour: Japanese wheat flour 
reappeared on the local market. Trad- 
ing, however, remained quiet and prices 
bearish. 

Sugar: The sugar market remained 
bearish throughout the week; more ship- 
ments arrived from Taiwan and the 
Philippines, while export demand re- 
mained slow. 

Cement: 8,000 tons of Chinese cement 
were booked by dealers here during the 
week, Japanese cement was quiet. 

Hongkong Products: Exports of HK 
manufactured goods totalled more than 
$700 million in value last year, indicat- 
ing an increase of 7% over 1954. Bleach- 
ing & dyeing factories received more 
orders from Thailand and Laos while 
hat factories got new orders from Indo- 
nesia. Enamelware factories are con- 
sidering to readjust their prices on ac- 
count of the high cost of raw materials. 


